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The summer has seen a further advance in general business cor 
Despite the recovery in output, personal income and payroll empl 
the economy retains a liberal margin of human resources avail 
reengagement should pressures from developments abroad demand 
draft expansion. “The issue of guns or butter is thus a good dista 
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Under conditions of full employment, what would be the likely 
federal tax receipts and, with a given spending rate, the resulte 
surplus? Of late, much attention has been given to this “full-emp 
surplus” concept, as built-in mechanisms for cushioning recessio 
been critically examined with respect to their countereffect on th 
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HIND the haze of seasonal problems that always 
ures the business trend during the summer, it seems 
er enough that the summer of 1961 has seen a con- 
erably further advance in general business conditions. 
a July, the Federal Reserve’s industrial production 
‘x rose another two points, thereby surpassing its 
vious peak of January, 1960. Production of durable 
ds was still moderately below its record level of 1960, 
below the levels reached in the months immediately 
‘ceding the 1959 steel strike. However, production of 
dJurables was significantly above any experience of 
| and 1960, and utilities output was also at a notable 
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record. In August, automobile production sank to 
iImost negligible quantity, as all of the major pro- 
ers entered into model change-over, but in the fall a 
hep resurgence of auto output will doubtless be avail- 
to press the production index upward. 


Sances in Personal Income and GNP 


grapidity. By July, income payments to, individuals 
} at an annual rate about $17 billion higher than a 
earlier, and $19 billion higher than the trough in 
nal income in February of this year. The rate of 
nce in personal income has been just as rapid as in 
pearly periods of recovery following the 1954 and 
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ronal sector have played an important part in the 
3 advance of incomes, but most of the increase 
ts a pronounced expansion in nonfarm employment 
Mcaverage weekly earnings. 

e available figures on production, employment, 
dincome all suggest a considerable further advance 
‘NP during the third \uarter, perhaps nearly 
ing the dramatic $14-billion increase of the second 
ater. In the second and third quarters of 1961, total 
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| RECOVERY AND DEFENSE 


national output has increased at an annual rate of about 
11%, and it has done it in a surprisingly competitive 
price environment. In fact, the United States wholesale 
price index subsided in the second quarter. 


Employment, Exports, and Inventories 


Statistically speaking, one could hardly ask for any- 
thing more in terms of the broad aggregates that record 
the course of business as a whole. Behind the cheerfully 
bullish exterior, of course, there lurk the usual doubts 
and hesitations. Despite a prodigious rise in nonfarm 
employment in recent months, the unemployment rate 
has stuck doggedly to the approximate 7% figure that 
has prevailed ever since late 1960. The rate of retail 
trade itself has clung to a range about midway between 
the peak rates of the spring of 1960 and the trough of 
late 1960 and early 1961. Merchandise exports subsided 
steadily in the second quarter, while imports stabilized, 
and the merchandise trade surplus declined significantly. 
A substantial portion of the total increase in national 
output between the first and second quarters reflected a 
reversal of inventory policy from liquidation to accumu- 
lation. This sharp uptrend in the rate of change in 
inventories is, of course, unsustainable for more than a 
few quarters. 

A year from now, it will be possible to appraise the 
quality of business in the middle quarters of 1961 in the 
light of subsequent developments, and perhaps to sepa- 
rate out the effects of cyclical recovery from the effects 
of a Kennedy Administration and a Berlin crisis. In the 
very foreshortened perspective in which the period now 
stands, it appears that a generally normal postwar re- 
covery from mild recession has occurred. Previous post- 
war recoveries benefited from developments outside the 
business cycle itself: the Korean war in the recovery of 
1949-1950; a massive noncyclical expansion in personal 
consumption in the recovery of 1954-1955; and antici- 
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patory activity in the steel-consuming sector in prospect 
of a steel strike, in the recovery of 1958-1959. In 1961, 
purely cyclical recovery has, of course, been amplified by 
intensifying cold-war issues in Laos, Cuba, and now 
Berlin. 

For the time being, it may be a little frivolous to 
speculate about what would have happened to the 1961 
expansion of business in the absence of the shocks pro- 
vided by the Berlin crisis and its less dramatic prede- 
cessors. Until quite recently, a number of observers 
continued to note in the business news qualities that 
suggested some diminution in the strength of recovery 
in private business. These qualities group themselves 
around the low rate of household formation, and its 
apparent reflection in an undramatic market for housing 
and associated durables; the continued presence of 
abundant capacity in most manufacturing industries; 
the rather slow rate at which net instalment debt forma- 
tion has turned around; the relatively high level of 
interest rates (particularly in their relation to the return 
on equity in business); and the continued net deficit 
position in the United States balance of payments. 


A Change in Business Environment? 


Few of these conditions were present six years ago, 
in the months following the 1954 trough; many but not 
all of them were present three years ago, in the months 
following the 1958 trough. Taken together, they suggest 
that the strong resurgence of government spending now 
in progress is being superimposed on a private sector 
more stable and less excitable than in past periods of 
international tension (Korea in 1950, Suez in 1956, 
Quemoy-Matsu in 1959.) It may be prudent to retain 
this perspective on the state of the United States 
economy as of mid-1961, until there is evidence that the 
long trajectory of postwar trends of the past fifteen 
years has been terminated, and that a new set of trends 
has been put into motion hy a combination of new poli- 
cies and new international responsibilities. 

At the same time, the mounting claims on the Ameri- 
can economic system resulting from Berlin may well be 
approaching the point at which connections with past 
trends lose their relevance for the future, as they did in 
the late Thirties. Behind the week-to-week and month- 
to-month analysis of business conditions thus lurks the 
fundamental question of whether a major discontinuity 
is now developing in the American business environ- 
ment, posing dramatic new problems for forecasters and 
marketing executives. 


Profits Improve 


In the second quarter, the output side of the national | 


accounts rose by about $15 billion. The presently 
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The Corporate Cash Flow: Headed for a Rec 


Billions of dollars 
Sources: Commerce Department; The Conference Board 
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identifiable rise on the income side of the accounts 
considerably short of this total; personal income’ 
about $8 billion (of which about $1 billion rep | 
transfer payments not properly includible as a & 
against output). Loosely implied in these figures 
rise of something like $8 billion in the remaining chi 
against output; and of this $8 billion perhaps $1 
reflects higher capital consumption allowances and 
rect business taxes. The claimant to the remaini) 
billion is of course corporate profits. Even allowia! 
the statistical vagaries that develop between the imi 
and output sides of the national accounts, the s 
quarter has thus clearly witnessed a major imprové 
in profits, from $40 billion in the first quarter to pé 


over $45 billion in the second quarter. 


Rise in Retained Earnings A 
Little if any of this sharp advance reflects il 


such profits was negligible during the quarter. An 
dividend payments were about unchanged from th 
to the second quarter, the after-tax proceeds froy 
rise in earnings apparently flowed wholly into — 
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ited profits. In the second quarter, the annual rate 
stained earnings evidently returned to about $8.5 
on, the best level since the second quarter of 1960. 
en together with rising depreciation allowances, 
sh amounted to $24.3 billion in the second quarter, 
cash flow in the corporate sector has already been 
pred to a level not very distant from its peak of the 
ng of 1959, when profits soared to a $52-billion rate. 
it is doubtless destined to rise further in the last 
of the year. 


Influence on Capital Spending 


he expansion in the corporate cash flow is, of course, 
mportant influence on the rate of capital spending; 
00, is the rise in operating rates of the past several 
ths, which has reemployed much of the facilities 
1 by the 1960 recession. The rate of capital appro- 
tions in manufacturing industries stopped falling in 
second quarter, and new security issues for purposes 
lant and equipment expenditures rose extremely 
ply. A turn in capital outlays, already foreshadowed 
he Commerce Department’s regular quarterly ‘sur- 
3, is certainly beginning, although its pace is thus far 
lerate and its ultimate dimensions far from clear. 

im has certainly added a set of speculative incen- 
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eries except stock prices are seasonally adjusted 
ces: Federal Reserve; Bureau of Labor Statistics; Commerce Department; Standard & Poor's 
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tives to the normal incentives that ordinarily induce 
capital spending programs; Berlin has meant a probably 
higher level of operating rates in most durables indus- 
tries, and it has also raised the possibility of some 
interference with the availability of capital goods. It 
may also have revived the possibility of price inflation 
in the area of producer goods—after fully three years of 
almost total price stability. On all of these grounds, the 
likelihood of important advance in capital outlays has 
been enhanced. 

It may be worth adding that the forthcoming survey 
of spending intentions for capital goods to be published 
by the Commerce Department in September may not 
have caught all of the mood implications of Berlin, since 
the survey was taken in late July and early August and 
the military issues have since continued to intensify. 
Early in the fourth quarter, the McGraw-Hill survey of 
capital spending plans will become available, and the 
results of the Board’s survey of capital appropriations 
for the third quarter (conducted under the sponsorship 
of Newsweek) will also be completed. These surveys, 
which are far upstream in terms of time from the actual 
spending rate for capital goods, should shed much 
further light on the prospects for such spending in 
early 1962. 
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INDUSTRIAL Diffusion Index Extends Increase 
PRODUCTION 


DIFFUSION INDEX 1957 =100 ‘Dae CoNFERENCE Boarp’s diffusion index 
‘ oe Ne ated rose for the seventh straight month in July. 
oN, However, the rate of increase has slowed in the 

x past two months. Preliminary estimates put the 
July index at 2.92, compared with 2.50 in June, 
and 2.08 in May. Weaknesses in two compo- 
nents—spot commodity prices and freight car- 
loadings—were chiefly responsible for the slower 
rate of growth in the index. The remaining ten 
series comprising the index generally extended 
earlier advances. To date, the increase of the 
index from its own trough in December of last 
year is notably slower than in the comparable 
period of 1958. In 1958, the index rose from 
DIFFUSION INDEX —4.17 to 4.58 in seven months; the 1961 rise has 

been from—4.25 to 2.92. 

The diffusion method of summarizing the 
behavior of a large number of individual indi- 
cators is described in the Board’s Technical 
Paper Number Five, “Cyclical Diffusion: A New 
Tool for Business Analysis.” A revision of the 
original index, as described in the Technical 
Paper, appeared in the May, 1957 issue of the 
Business Record. 
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From Here to Full Employment ‘Liberal Margin of Human Resources”’ |} 
While the payroll employment statistics published by Despite the recovery of general business condij} 
the Bureau of Labor Statistics has executed a rapid rise and of payroll employment over the past six month:| 
since March, the seasonally adjusted unemployment United States economy retains a liberal margil) 
rate published by the same agency and drawn from a human resources available for reengagement. In } 

household survey, has shown little or no change. At the BLS statistics on unemployment by industry shi} 
midsummer, unemployment was still almost 7% of the considerable supplies of unused labor in durables né 
labor force, as compared with about 5% at the peak of facturing, and in construction and the extractive in| 
the previous expansion in early 1960. The civilian em- tries. By occupation, unemployment was relatively | 
ployment data derived from the survey that yields our compared with a year ago, among factory wort} 
unemployment statistics has shown little or no change whether classified by industry or by occupation, | 
since the early months of the year. The appreciable one fourth of all unemployment is now centeré| 
difference in trend between employment statistics col- manufacturing activities. | 
lected directly from payroll data and the employment The sudden pressure being exerted on the U;| 
statistics drawn from the household survey reflects in States economy by developments abroad has thus /§ 
part the conceptual differences between the two series; at a time when ample reserves of current produy 
in particular, farm employment, included in the survey resources are available. The immediate impact! 
but not in the payroll statistics, has evidently fallen been not at all inflationary —unlike the middle of | 
somewhat in the first seven months of 1961. In addition, when the unemployment rate had already fallen to 3 | 
nonfarm employment in the survey statistics showed a over 4%. Moreover, the pace at which output must) 
sharp drop in July, for reasons that are not entirely advance to restore unemployment to the 4% lew 
clear. (A similar drop occurred in July, 1960, but the surprisingly high. Assuming a continuance of n@ 
decline was then in accord with the general trend of historical increases in productivity, a sustained ine) 
employment in a period of incipient recession.) in output at an annual rate of about 14% woul! 
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quired to reduce unemployment to about 4% by the 
cond quarter of 1962. To get down to 4% even by 
d-1963 would require a sustained increase of almost 
, a year for the next two years. The price pressures 
at might well be generated in such forced-draft expan- 
mn of output may, of course, be very appreciable 
leed. But if the demands are there, there seems little 
ubt that further rapid rises in output are possible. 
e issue of guns or butter is thus still a good distance 
; for the time being we can have both cyclical re- 
very and augmented defense.—A. T. S. 


RISE IN DISCRETIONARY INCOME 


1 
HE Conrerence Boarp’s measure of discretionary 
ome rose 5% to a record of $125.5 billion (seasonally 
justed annual rate) in the second quarter of 1961, but 
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? 1: Disposable Income, Imputed Income, Major Fixed 
mmitments, Essential Outlays, and Discretionary Income, 


: 1956-1961, by Quarters 
Ss Oona Ged ys Ne 


Major Dis- 
Year and Quarter Disposable Imputed Fixed Essential cretionary 
| Income Income Commit- Outlays Income 
| ments 
a pe 
. aa 292.9 15.0 667 1064 1049 
. eee 2846 14.5 64.4 103.5 102.3 
oe 291.1 14.8 66.4 105.5 104.4 
Ir AAS 295.2 15.1 67.9 107.9 104.2 
ir Oe 300.3 15.4 69.0 108.5 107.3 
¢ "a S086 16.4. Ji5° TITY 109.7 
0 Ooo 303.0 15.5 69.7 109.1 108.6 
iter = ss Peotiersis! = 34 308.8 16.1 70.6 111.0 111.0 
>. id 312.7 16.7 72.3 113.5 110.3 
_ > 0-0 eee 317.2 16.9 72.9 113.9 107.6 
+ eee 317.9 17.4 74.3 117.7 108.6 
. 5S 311.4 17.0 73.3 116.0 105.1 
oo Ree 314.2 17.2 73:7 117.9 105.5 
MEME el sie) susvs-3 ss 321.8 17.5 74.6 118.6 171,17 
oy Se ee 325.0 17.9 74.9 118.6 113.6 
_ oe eee 337.3 18.2 79.4 120.8 119.0 
> > cafe 329.8 18.1 76.7 118.7 116.3 
MER Celis: s%. 50.0 338.4 18.2 78.6 119.7 121.8 
4 ee 338.7 18.3 80.4 121.5 118.6 
. one 342.3 18.4 81.9 122.7 119.3 
a eee 351.8 19.0 84.8 125.6 122.4 
_. COREE 345.7 18.9 82.2 122.7 121.9 
MTS ss ose 352.7 19.1 84.6 125.1 123.9 
eee 354.4 19.1 86.2 126.6 122.5 
. ae 354.9 19.1 87.1 128.3 120.3 
. Choe 354.3 19.5 87.3 128.1 119.5 
eee 361.7 19.5 88.0 128.7 125.5 


Ns of dollars, seasonally adjusted annual rates 

reliminary 

vised 

@s: Department of Commerce; Federal Reserve; The Conference Board 
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was only $1.6 billion more than the previous high 
reached a year ago. Disposable income, as reported by 
the Department of Commerce, rose 2% in the second 
quarter, to $361.7 billion, following a period of stability 
during the recent business downturn. The relatively 
small increase in discretionary income during the past 
year may partly explain the recent lack of exuberance in 
retail sales and particularly in durable goods sales. 

The discretionary fund (discretionary income plus 
consumer instalment debt extensions) rose $7.3 billion 
in the second quarter of 1961, following a sizable drop 
during the previous three quarters. The amount of 
credit extended rose only slightly from the two-year low 
reached in the first quarter of this year. 

In 1947-1949 dollars, discretionary income increased 
by $4.7 billion in the second quarter; this represents a 
slightly larger percentage gain than in the current-dollar 
series. In the same period disposable income also ex- 


Table 2: Discretionary Income, Discretionary Fund, and 
Discretionary Income in Constant Dollars, 1956-1961, 


by Quarters 
Plus: Discretionary 
Consumer Equals: Income in 
Year and Quarter Discretionary Instalment Discretionary 1947-1949 
Income Debt Fund Dollars 
Extensions 

W956 2 os ius tee els 104.9 40.2 145.1 90.0 
Ariss. opait Boot ote te 102.3 Kh Py 4 142.0 88.6 

Uc epee, tae 104.4 39.3 143.7 90.2 
iti ieanjde anc ees 104.2 40.0 144.2 89.2 
IVES ites eee 107.6 41s 149.1 90.9 
TOSI Racctstacces a ene 109.1 42.5 151.6 90.2 
| (eeacerarane che RACH OLAS 108.6 41.8 150.4 90.9 

Hraks Seco ea 111.0 42.3 153.3 92.2 
LEAP ENS cee IO 110.3 43.1 153.4 91.0 

lh A Rene ecs Roa 107.6 43.0 150.6 87.9 
Aide) aes eencecie Seer Cher: 108.6 40.8 149.4 88.1 
Wi ts cies sa, xe toicecels 105.1 39.9 145.0 85.8 

He RSs ie Goatees 105.5 39.5 145.0 85.9 

| gee eat: Gy chcke eee 177.7 40.4 151.5 90.0 
Vio 8 Detect ees 113.6 43.4 157.0 91.6 
OSD cme Diose s aiehenees 119.0 49.0 168.1 95.5 
Wit deeds <dereaieu-r tae 116.3 46.6 162.9 94.0 

NGS Se airews.a wg eas 121.8 49.0 170.8 98.1 
HER terse ne res 2s 118.6 50.4 169.0 94.9 
IVicds ide Getiw weet 119.3 50.3 169.6 95.1 
L96OR MS SP hee 122.4 50.3 Mr eres 96.8 
IPS. di emieeiise 121.9 50.5 172.4 97.1 

LGM car conT a orke 123.9 52.3 176.2 98.1 
We cccayepste set SS 533 122.5 49.6 172.1 96.7 
Vinca Barsecte naar tne 120.3 48.9 169.2 94.4 

VOGT occ one wntewte ss, as oe at BL oa 

IPRs ae 119.5 46.7 166.2 93.7 
Neate tes ewe 125.5 48.0 173.5 98.4 


Billions of dollars, seasonally adjusted annual rates. Quarterly data may not add to totals 
owing to rounding 

p—Preliminary 

r—Revised 

Sources: Federal Reserve; Bureau of Labor Statistics; The Conference Board 


pressed in 1947-1949 dollars, rose $5.8 billion to $283.7 
billion. 

The recent annual revision of national income data 
reported by the Department of Commerce was respon- 
sible for some change in the estimates of discretionary 
income made by THE CONFERENCE Boarp. The accom- 
panying table sets forth revised estimates for discretion- 


ary income and its related accounts for the period since 
1956.—P. B. L. 


THE FULL-EMPLOYMENT SURPLUS 


Tue TERM ‘“‘full-employment surplus” is a recent 
addition to the lexicon of fiscal policy. It means, simply, 
that level of cash surplus which the Federal Govern- 
ment would experience if the economy were operating at 
full employment, given a particular spending rate on the 
part of the government. This amounts to measuring 
federal tax receipts under conditions of full employment, 
and subtracting a given (or perhaps a projected) level of 
spending from the constructive receipts figure. 


A Tangle of Fiscal Problems 


The concept is simple enough. But behind it lies a 
tangle of fiscal problems. The attention now being 
devoted to calculation of full-employment surpluses 
reflects an acute concern with the impact of the govern- 
ment sector on the level and direction of private eco- 
nomic activity. Developments in business conditions in 
recent years have persistently invited attention to such 
a calculation. The effectiveness of contrarecessionary 
mechanisms built into both the spending and taxing 
sides of the federal budget has been widely recognized 
for decades. However, since the “abortive expansion” of 
1958, economists have come to agree that these mecha- 
nisms also operate effectively to moderate expansion— 
and perhaps too effectively. Have our heavy and pro- 
gressive tax rates, and other automatic stabilizers, come 
into play at too early a point in the cycle, before full 
recovery is achieved? 

Other things being equal, federal revenues certainly 
rise as national output rises. And under certain fiscal 
conditions, the federal tax structure can generate sur- 
plus revenues while levels of unemployment are still too 
high to meet reasonable criteria of full employment. (In 
other words, the theoretical surplus at full employment 
may be so high as to abort the employment objectives 
and, of course, the surplus itself.) This is a short-term 
problem of achieving a satisfactory balance of revenues, 
spending, and total activity. Since tax rates are not now 
readily changeable in the short term, the burden of 
short-term adjustment thus tends to fall on government 
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spending, which is at least partly controllable. Thus; 
tax rates are “too high” in a given economic conte? 
they will tend to induce increased government spendi) 
in efforts to achieve higher levels of employment. 

The full-employment surplus also appears in anotl] 
and longer-term conceptual framework. It has also be 
argued that fiscal trends need to be reviewed perig 
ically, with an eye to progressive downward revision 
tax rates, because there is an inherent long-term tendei 
for revenues to outstrip growth in national product;) 
other words, as gross national product rises, fede 
revenues tend to rise even faster, and the share: 
revenues in gross national product rises. If this is tm 
then federal spending would have to rise faster tl 
total output, or taxes would have to be revised doy 
ward, if a persistent situation of full-employment 
plus is to be avoided. 4 


Revenues and GNP 

In exploring this version of the full-employment § 
plus, relatively simple statistical procedures have t 
far been used to demonstrate that the share of gy 
national product going to revenues rises as prog! 
rises.! The procedure consists in correlating fed) 
revenues (on a national income accounts basis) W 
gross national product in current dollars. The year i 
is taken as the starting date for this correlation becé 
the tax structure has not been changed in any import 
respect since that time. The resulting equation, in lim 
form, can then be easily transformed to show how 
enues behave as a percentage of gross national prod 

The procedure has been duplicated here with thal 
relations performed on quarterly data. The equaj/ 
describing the relation of revenues to GNP res 
R=.2139X — 13.39, where R represents revenues, ail 
represents GNP—both in billions of current dollars.” 
corresponding equation showing the relation of rea 
as a proportion of GNP is derived by dividing }) 
sides of the equation by X. This equation reads: J 


R/X =.2139 — 13.39 


xX 


1 The term “full-employment surplus” was apparently intro 
by Professor Charles L. Schultze at hearings of the Joint Eco | 
Committee, December 7, 1960. See Hearings for that date, Pe 
For a comparatively simple demonstration of the correlation be' | 
surpluses and the rate of unemployment, see Hearings, Joint Eco | 
Committee, February 18, 1961, statement of Herbert Stein, pal 
larly, p. 212. d 

The relationship of revenues to growth in gross national p i : 
developed in “Report of the Joint Committee on the Janua: 
Economic Report of the President, Appendix—Staff Memoran 
the Relationship of the Federal Budget to Unemployment 
Economic Growth,” prepared by James W. Knowles, p. 121 f. — 

More recently—at the annual meeting of Taz CoNFERENCE 
in May of this year—Professor Richard Musgrave alluded 
phenomenon as a “‘creeping surplus” 
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in ss national product (X) rises, the second term on 

ight of this equation falls, and the ratio of revenues 
uct rises. Thus, with gross national product at 
llion, federal revenues would amount to 18.7% 
otal, while at a level of $600 billion the share of 
s would rise to 19.2%. The ultimate share of 
s in gross national product —the so-called “‘mar- 
te’ —is 21.4%. 


rnative Formulation 


simple modification of this statistical fitting proce- 
oduces a surprisingly different result. The intro- 
of a time trend as a second independent variable 
distinguish between long-term and short-term 
1) changes in revenues as they are related to 

tional product. Significantly, the assertion that 
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the share of revenues in gross national product rises over 
the long term, whatever the rate of rise in product, 
becomes questionable. 

The modified equation reads: 


R=.3861X —3.9616 t — 100.43, where X and R have 
the same definitions as before and t represents time 
measured in years, with t=0 in 1960. The equation 
describing the relation of revenue as a proportion of 
gross national product is again derived by dividing both 
sides of the equation by X; it reads: 


R/X =.3861 — (3.9616 t + 100.43) 
xX 


In this equation, the marginal rate (.3861) is almost 
twice that of the original formulation, but it is offset by 
a declining time trend. Mathematically, the proportion 
of revenues in gross national product can approach the 
marginal rate of 38.6% in this equation, but the move- 
ment of the ratio in 1960 and in the years immediately 
following depends upon the rate of advance of national 
product. This ratio would not now rise at all unless 
product (measured in current dollars) were to grow at 
a rate of not less than 3.94% per year. If, for example, 
growth in GNP is at a rate of 3% per year, the ratio 
declines gradually to 1969 before turning up; if growth 
proceeds at 2%, the ratio does not begin to climb until 
1985. (By those dates, of course, tax policy would 
doubtless have been revised a number of times, and 
none of the present relations would hold.) 


Some Implications 


In this alternative formulation, revenues thus do not 
begin to absorb an increasing share of gross national 
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product unless growth is at a rate approaching 4% per 
year. Assuming that 96% of the labor force is employed 
and further that (1) there is no general increase in price 
levels, (2) real output per worker rises at the average 
1954-1960 rate of about 1.5% per year, and (3) cur- 
rently projected increases in the labor force hold 
through 1965—a growth of roughly 3.3% per year in 
gross national product would be sufficient for the main- 
tenance of full employment. Under these circumstances, 
revenues as a proportion of gross national product 
would, according to the alternative formulation, tend to 
fall slightly rather than rise over the next several years. 


Sensitive Changes to Varying Premises 


Comparatively simple variations in statistical fitting 
procedures thus cast doubt on the demonstrations thus 
far performed pointing to the generation of full- 
employment surpluses under any and all conditions of 
growth in gross national product. Both methods pro- 
vide adequate fits to the data; but the conclusions sug- 
gested by statistical treatment appear to be much too 
sensitive to the particular fitting procedure chosen. 


Role of Social Insurance Receipts 


Moreover, the demonstration that revenues tend to 
rise in relation to gross national product rests signifi- 
cantly on the inclusion of contributions for social insur- 
ance in federal receipts. While it is true’ that these 
contributions have displayed a strong upward trend in 
relation to gross product (see chart), the bulk of these 
increases have come about as a result of legislative 
changes in the social insurance tax rate, and broadening 
of the social insurance tax base. The inclusion of con- 
tributions for social insurance, which are legislatively as 
well as economically determined, distorts the purely 
economic relationship of revenues to product. A projec- 
tion of revenues so constituted becomes, to the extent of 
this inclusion, an implicit projection of a continued rise 
in social insurance tax rates and/or broadening of the 
coverage of social insurance programs. 

The relation of revenues to gross national product 
undergoes a further radical change once contributions 
for social insurance are deleted; the new equation reads 
R’=.15X+2.09, where R’ represents federal revenues 
less contributions for social insurance. The related equa- 
tion showing revenues as a proportion of gross national 
product reads: R’/X =.15+2.09/X. This equation indi- 
cates that the proportion of revenues in gross national 
product is virtually constant (in fact it declines slightly) 
as product rises, a conclusion that again points in quite 
another direction from that of the original demonstration. 

On a priori grounds, this is a rather startling result. 
While this new relationship omits a revenue source 
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exhibiting a marked upward trend, it still includes / 
sonal income taxes, with a strongly progressive — 
structure. The tax rates in the two remaining & 
ponents—corporate profits taxes and indirect busi 
taxes—are certainly not regressive with respect! 
GNP.! A tax structure of this kind would seem to. 
for a rising share of revenues in a rising gross nati} 
product. Yet the empirical finding denies the expecta! 

This apparent clash between fact and theory iny 
explanation. In and of itself, the progressive charaij 
of a tax does not assure that it will absorb an increag 
share of a rising gross national product. Of equal | 
portance is the tax base itself, and the manner in w> 
it responds to changes in the economic environment, 
the same token, a constant-rate tax can yield eil 
rising or falling yields relative to national ou 
depending on the behavior of the base. 


1 The yield from indirect business tax and nontax accruals maj 
somewhat less than proportionately with dollar-value output, in | 
as these are specific as opposed to ad valorem levies 


Components of Federal Revenues as a 
Percentage of GNP 


Sources: Commerce Department; The Conference Board 
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Tue relation of federal revenues to gross national 
product is: 


1. Personal Income Tax and Nontax Receipts 
a) Rp = .097X—6.08 
b) Rp=.093X+.086t— 4.20 
2. Corporate Profits Tax Accruals 
a) Ro=.029X+7.22 
b) Ro=.211X—4.182t—84.65 
3. Indirect Business Tax and Nontax Accruals 
a) Rp=.025X+.95 
b) Rp =.038X—.289t— 5.37 
4. Contributions for Social Insurance 
a) Rs;=.063X—15.41 
b) Rg=.045X+.423t—6.11 
X represents gross national product in billions of current 
dollars 
R represents revenue in billions of current dollars 
t represents time, measured in years, with t=O in 1960 


BASED on the equations in group a, any rise in gross 
national product implies that proportions of personal 
income taxes and social insurance contributions in 
product rises, but that shares of corporate profits 
taxes and other business taxes fall. 

In terms of the equations in group b, the share of 
personal income taxes in GNP rises if product does 
not fall by more than 2.1%; the share of contribu- 
tions to social insurance rises if product does not 
fall by more than 6.9%; but corporate profits do 
not begin to account for an increasing share of 
GNP until the latter is rising at a rate of 4.9%, and 
ther business taxes begin to account for increasing 
shares of GNP when product is rising at a rate of 


54% 


the components of revenue are separately corre- 
against gross national product, the individual 
cteristics of each are made to stand out. The sets 
uations in the accompanying box show the relation 
ch component to gross national product. Either 
ut a time trend (the equations labeled (a) in the 
or with a time trend (the equations labeled (b) in 
ox), these equations reflect the progressive char- 
of the personal income tax and the virtually con- 
| proportion (2.5%) of indirect business tax and 
xX payments in gross national product. 

»wever, the corporate profits tax yield appears quite 
ent in the two formulations. The formulation with- 
time trend implies that corporate profits taxes will 
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account for a diminishing proportion of revenue as 
GNP grows. Significantly, the marginal rate is only .028, 
suggesting a low level of response to changes in business 
conditions. Addition of a time trend greatly improves 
the fit, raising the coefficient of determination from .31 
to .78 and reducing the standard error of estimate from 
$1.88 billion to $1.05 billion. Moreover, when a time 
trend has been included, revenues from this source are 
shown to be highly responsive to cyclical change, with a 
marginal rate of .21. Finally, under any reasonable ex- 
pectation for economic growth, corporate profits, and 
therefore their tax yield, tend to fall in relation to gross 
national product; that is, the equation indicates a con- 
siderable downward trend over time. (Under exceptional 
growth conditions—in excess of 5% per annum—the 
formula suggests that they would rise in relation to 
product.) 

In some rough balance, the relative decline in corpo- 
rate tax yield has thus offset the relative rise in the 
personal tax yield; the decline in the corporate tax base 
has offset the effects of progressive personal tax rates. It 
is this offsetting tendency of two major revenue sources 
that has produced the generally stable aggregate rela- 
tionship of revenues to output in the past seven years. 


ie 
Business Forecasts 


Tron Age (August 31)—‘‘Aluminum business is better but it 
is still not good enough. . . . The upswing has reached the 
point where the first signs of price firmness are starting to 
appear. However, there has been no decisive surge in recent 
weeks and demand is still a long way from balancing supply 
and producing real price stability. . . . 

“This condition has tempered the enthusiasm of suppliers 
for a recovery that is certainly impressive on paper. Shipments 
of aluminum mill products topped 300 million pounds in June. 
This was 26% over the February total. It was the best for 
any month in two years. .. . 

“The increase has just been an accumulation of better 
business generally,’ [according to W. T. Ingram, general sales 
manager, Reynolds Metals Company]. He explains that no one 
market or product has suddenly spurted; across the board, 
customers are coming in with a little larger orders. 

*‘Our aluminum sales turned upward significantly about 
the beginning of the second quarter,’ [according to F. H. 
Edgar, vice-president, aluminum sales, Olin’s Metals Divi- 
sion]. Mr. Edgar says there has been a seasonal easing over the 
last two months but that extrusions have resisted this general 
Kah A ce 

** ‘We have had an increase in our domestic business of just 


. about 50% since January or February,’ [according to T. J. 


Ready, Jr., executive vice-president and general manager of 
Kaiser]. ‘We think there has been an increase of about 3% 
over the first half of 1960. . . . For the full year, we think 
there will be a gain of about 10%... .” 


Durables Lead Foreign 
Appropriations Trend 


Foreign as a percentage of total domestic and foreign appropriations during the four-quarter 
periods ended on March 31, 1960, and 1961 


Based upon reports from 150 companies providing information for 1959 and 1960 
Durable and nondurable totals include data for industries not shown separately, for which see 


table 4, footnotes 2 and 3 
Source: The Conference Board 
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27% 


TRANSPORTION EQUIPMENT 
18% 


52% 


PRIMARY NONFERROUS METALS 


13% 


42% 


NONELECTRICAL MACHINERY 


11% 
25% 


FABRICATED METAL PRODUCTS 


8% 


17 % 


ELECTRICAL MACHINERY | 


11% 


STONE, CLAY & GLASS PRODUCTS 


14% 


7% 


PRIMARY IRON & STEEL 


4% 
3% 
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NONDURABLE GOODS 


RUBBER PRODUCTS 


CHEMICAL PRODUCTS 


15% 


FOOD & BEVERAGES 


31% 
20 % 


PETROLEUM & COAL PRODUCTS 
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PAPER PRODUCTS 


9% 


16% 


TEXTILE MILL PRODUCTS 
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Foreign Operations: Approval Upswing Reversed 


Farry in 1961, manufacturing companies in the 
United States approved less for expenditure on new 
capital equipment abroad than a year earlier. Foreign 
capital appropriations went through a succession of 
year-to-year rises in 1960. In the July-September 
quarter, the expansion was culminated in a year-to-year 
boost of more than 100%. The decline during the first 
uarter this year was small, but it clearly marked the 
ubsidence, temporarily at least, of a wave of plans for 
irect investment in foreign countries. 


Outlays Higher Than in 1960 Quarter 


Actual foreign outlays in the first three months of 
961 were a little above the outflow of a year earlier—a 
onsequence of last year’s expansion in approvals. As 
hown by table 1, the latest increase in spending built 
urther upon a very modest boost in the second half of 
960, and created the impression of a gradual upward 

ovement in outlays. But this impression is somewhat 
ifficult to delineate precisely in regard to prospects for 
foreign spending in the next several quarters. 
_ At the end of both the first and second halves of last 
year, the reservoir of unused authority to spend abroad 

as relatively higher than at the comparable periods in 
11959. In the first quarter of 1961, capital appropriations 


Table 1: Foreign Appropriations and Expenditures, 1959-1961" 


In millions of dollars 


were still greater than expenditures, and the unexpended 
approvals backlog rose higher. But at the same time a 
year earlier, the increment had been almost three fifths 
greater. 

The importance for prospective capital spending of 
changes in uninvested appropriations can be readily 
illustrated: in the first and second quarters of 1960, 
backlogs were expanded at six tenths the rate of expen- 
ditures. To put it another way, for every $1 million 
actually spent for new facilities during the first half of 
1960, almost $600,000 of fresh authority for additional 
expenditures was added to corporate record books. And 
in the second half of the year, not without good cause, 
outlays took an upward jump. 

During the first quarter of this year the backlog 
increment was only a little more than one third the rate 
of spending. This slackening in the pace of backlog 
accumulation occurred not only because of rising pay- 
ments, but also on account of the first-quarter cutback 
in appropriations. 

If the course of spending in the last half of 1960 and 
early in 1961 demonstrated the force of backlog accumu- 
lation in the preceding six months, then the recent 
moderation of backlog pressures strongly hints at a loss 
of momentum later this year in the current ascent of 


_ Figures may not add to totals because of rounding 
Source: The Conference Board 
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1 Based upon reports from 150 companies providing foreign appropriations information for 1959 and 1960 


First Quarter Second Half First Half Percentage Changes 
1'60 2nd Half'59 Ist Half '59 
1959 t t t 
i = fa Ke hte | 81 2nd Half "60 ‘Ist Holt "60 
ll manufacturing 
MPRPOPriOHONs.... .\. 050 occess esses 249.5 275.5 463.9 306.3 556.4 479.2 a MY ap eel + 
Expenditures... .. . I since Briss ksh 182.8 170.4 474.5 455.6 349.9 398.4 +7 + 4 = 
Changes in backlog............... + 66.7 +105.1 — 10.6 —149.3 +206.5 + 80.8 oh i 
urable goods industries 
EORTIGONS Tt me ee hh ke e 48.0 56.3 166.2 66.1 221.4 107.1 —15 +151 +107 
MEMO PEE 8D oa ii ciccie’ onc tha pene teksts 35.7 35:5 RBS) 102.6 76.8 95.6 + 1 + 11 — 20 
Changes in backlog.............-. + 12.3 + 20.8 + 52.7 — 36.5 + 51.1 + 11.5 ee se ae 
ondurable goods industries 
BEIETOPIIOHONS; 2 ocic i cvs se sce tn 201.5 219.2 297.7 240.2 335.0 372.1 — 8 + 24 — 10 
MPUPOIIUFES 08.0) Shove seks kek elees 147.1 134.9 361.0 353.0 273.1 302.7 +9 + 2 — 10 
Changes in backlog.......:..5.... + 54.4 + 84.3 =| 63.3 —112.8 +155.4 + 69.4 Xe i 
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Table 2: Appropriations and Expenditures for Foreign Operations, 1959-1961? 


In millions of dollars 


1959 1960 
| Il Il IV | i] Ul lV 
All manufacturing 
APDroprictionse <a. aictst= ial eerie 262.7 216.5 130.0 176.3 275.5 280.9 272.9 191.3 249.5 
Expenditures.15 uaa: 21ers cers 184.9 213.4 198.2 257.6 170.4 179.6 221.6 252.9 182.8 
Durable goods industries? 
(AD Proprictionsey eset eaten eile 65.2 41.9 26.5 hey é 56.3 165.2 101.4 65.1 48.0 
Expenditures sa-n-isens elena? eer are va 43.9 51.7 54.0 48.8 35.5 41.4 53.0 60.6 Poy / 
Primary iron and steel 
Approprigtions s)sren. et seraretexaiate ta eart erste 17.6 ee ina 10.1 6.8 ES 2 —.1 4.5 
Expendituresa.tocay sac, see rarer en 4.6 4°55 5.3 Sati Sie) ne 3.6 1.3 
Primary nonferrous metals 
ADPFOprichions yherets: « -1-tereuatoients ota a 14.4 8.2 Bad, 3.5 13.4 95.5 1.8 5.0 119R 
Expendifuressi:).A\0 Unc) teac treie ame 17.0 16.2 14.0 11.9 8.7 75 10.0 12.1 8.3 
Electrical machinery and equipment 
ADpropridtons :\.r = antec y ete eee 253 Shy4 3.0 4.8 2.4 4.9 13.9 oS) PLS 
Expendituresae sea arene or 2.3 2.3 25 3.8 3.6 2.8 4.1 4.2 3.4 
Machinery, except electrical 
Approprictions:.a4,.05 shine cc taneeeenns Tal 1.6 4.2 4.6 yh Zoi 3.9 7.9 5.2 
Expenditures.s.s.5.4-) ass bse Rtocennanee 2.7 5.0 6.5 5.1 5.0 5.0 5.1 6.2 4.0 
Transportation equipment? ; 
Appropriations’ vi. ieee ee te TTR 6.3 11.6 10.3 19.6 55:5 74.9 41.1 14.0 
Expenditures: ... 3 \.jecais.s, o.2. 104s veteian osicheveueie 13.3 14.1 1 13.4 8.8 14.3 21.9 25.6 13.998 
Stone, clay, and glass products 
Apprapriations:,7 4.5 - sacle ce erie 7.4 14,2 1.3 5.8 Ze 1:3 4.3 4 1.4. 
Expendituresirace cil) ea ee one 1.3 5:7; a2 5.0 2.9 4.5 4.8 4.2 1.1 
Fabricated metal products 
Approprictions:, «2c 4 s)-usielelortiwies sieve) 5) 2) sts 2.9 2.6 1.6 —.3 4.4 3.8 3 3.4 
Expenditures 4's «sc tomi-lorta etn reiehetoeener 2.0 3.2 3.0 3.4 2.0 2.9 2.5 2.9 
Nondurable goods industries* 
Appropriations thaw. it ayxaitriai ce tel a ete rer= 197.5 174.6 103.5 136.6 219.2 PVS-7 Al ee) 126.2 201.5 
Expendituresina.fraiestisilestaaceeh omerenenensn 141.0 161.7 144.2 208.8 134.9 138.2 168.6 192.3 147.1 
Food and beverages 
IADPropridtions ani. <a teak oe Sree efor es 10.3 8.3 4.5 4.3 16.4 10.9 10.3 6.2 5.4 
Expendifurest, «tic arcs crere stetcts tents = ore 8.3 5.4 6.5 6.8 8.5 7:5 9.5 6.5 12.9 
Textile-mill products 
ADDIOpridtions wos. 8515 ai ete tetas rae & a peel 5 4 1.4 4 6 
Expenditures... 0 %.ssi « ovos. Fos «eer Wee 1.0 7 tz 6 ey 1.2 1.4 1.0 
Paper and allied products 
ADProprichions:sactetacie «reste are?s se ele ay ies PLiré 2.8 Oy, 4.7 4.3 aad 5.4 6.0 
MAMBEXPENditures:se sain ss pasa Mees ene 4.8 5.3 4.7 5.3 3.8 4.4 Ete) 7.1 4.2 
Chemicals and allied products ; 
Appropriations: ii:.0e sein vectra 40.0 48.1 17.8 24.5 54.6 23.3 68.0 30.3 42.9 i 
Expendifures.sigts See extuere oi a main epee ens 27.1 33.5 31.0 41.0 25:5) 33.1 34.6 43.0 30.6 © 
Petroleum and coal products ; 
Appropriations iac.-ceirteisieieicer ato ets T2355 90.0 55.3 83.2 115.0 59.7 58.9 hea} 
Expenditures oii as sy. sls syscecats sisye somes 89.0 103.0 88.5 135.3 83.9 72.0 100.6 115.3 
Rubber products 
Approprighions «sci 5 sis cusses cio o wa 
Expenditures;.. <5. cis ctor donc ne eee ae 


3\includes motor vehicles, and all nonautomotive transportation equipment 


4 Includes other nondurable goods industries not shown separately: tobacco, apparel, leather and leather products, and printing and publishing 


Source: The Conference Board 


expenditures. The burst in approval backlogs last year 
may support another quarter or two of rising capital 
spending, but temporarily the pressure behind subse- 
quent outlays does not appear as forceful as earlier. Of 
course, one quarter may not set a trend—often enough 
it has not—and the economics of foreign capital invest- 
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1 Based upon reports from 150 companies providing foreign appropriations information for 1959, 1960, and 1961. Figures may not add to totals because of rounding 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 


ment may assert itself again as it did in 1960 to push uy) 
foreign plant and equipment appropriations. In thai 
case, the present prospects for foreign outlays late it 
1961 would require an upward revision. 

These are the general findings of the fourth quarter} 
report on THE CONFERENCE Boarp’s new survey © 


capital appropriations authorized by American manu- 
facturing companies for investment in foreign produc- 
tive facilities. This new quarterly survey is financed by 
Newsweek magazine. 

In The Conference Board Business Record for October, 
1960, survey scope and sample representation were 
explained in detail. The present reporting sample con- 
sists of 150 companies that have furnished information 
for both foreign and domestic capital investment for the 
entire period since the first quarter of 1959. Because the 
sample is now held constant, the only changes from 
previously reported data occur in the preceding quarter, 
and are owing to revisions as reported by the cooperat- 
ing companies. 


Durables Lead in Approval Downturn 


Just as the durable goods industries led in the advance 
of foreign appropriations during 1960, the first-quarter 
cut was also sharper in this sector. Approvals of the 
hard-goods manufacturers rose 107% above the year- 
earlier rate in the first six months of 1960, and by more 
than 150% in the second six months. In contrast, the 
nondurable goods industries authorized a tenth less in 
the first half of last year than in 1959, and only a fourth 
more than a year earlier in the second half. 

Foreign appropriations by the durable goods group 
during the first quarter of 1961 were 15% below the 
comparable 1960 rate, while the cutback by the non- 
durables industries was about half as sharp. 

The electrical machinery and transportation equip- 
ment industries show in bold relief the pattern of the 
group as a whole: in the last six months of 1960, the 
electrical machinery companies allocated almost two 
and one-half times as much as they set aside in the 
same period of 1959, but in the opening months of this 
year they earmarked somewhat less than in the first 
quarter of 1960. Transportation equipment makers set 
aside about five times as much in the last half of 1960 
as in the 1959 period, but cut approvals by almost three 
tenths in the latest survey quarter. 

Except the primary iron and steel, and stone, clay, and 
glass products groups, the trend was similar (though less 
sharp) to that in the electrical machinery and transpor- 
tation equipment categories. In basic iron and steel, 
foreign approvals were a third less than a year ago in the 
January—March quarter this year. During the preceding 
six months, however, the volume of funds earmarked for 
plant and equipment abroad was only 8% of the volume 
projected in the second half of 1959. For stone, clay, and 
glass products, the trend bore a similar stamp (see 
table 3). Fabricated metal: products was the only dur- 

ble goods industry to increase its authorizations in the 
test quarter, but in terms of its year-to-year relation- 
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ship this hike was well under the dimensions of that in 
the previous half year. 


Milder Drop in Nondurables 


Contributing to the more moderate decline in non- 
durable goods approvals were substantial enlargements 
in the foreign programs of the textile, paper, and 
petroleum industries. Textiles led with a year-to-year 
increase of 38%. But these improvements were coun- 
tered by a cutback of two thirds in appropriations of the 
food industry (in contrast to a boost of almost nine 
tenths in the preceding half year), a drop of 55% in 
rubber industry approvals, and a cut of one fourth by 
the chemical companies (during the second half of 1960 
their foreign authorizations ran about 132% ahead of the 
year-earlier mark). 


Spending Follows Suit 


In rough agreement with the relative hilliness of their 
appropriations landscape, actual outlays by the dura- 
ble goods industries went through a steep upturn in 
the second half of last year on, the heels of a reduction 
of one fifth during the first half. The moderation of the 
approvals upswing in the preceding three months and 
the meager rise in backlogs caused expenditures to hold 


Table 3: Changes in Foreign Appropriations and 
Expenditures, 1959 to 1961' 


Appropriations Expenditures 


Industry 1'60 2nd Half '59 1'60 2nd Half '59 
to to to to 
1'61 2nd Half '60 1'61 2nd Half '60 
All manufacturing.......... -— 9 + 51 +7 + 4 
Durable goods industries?... —15 +151 + 1 +11 
Primary iron and steel.... —34 oe —65 —14 
Primary nonferrous metals —11 ane — 4 —15 
Electrical machinery and 

equipment.......... —7 +146 — § +33 
Machinery, except elec- 

HicGl.c sites eae ee — 8 + 34 —20 — 1 
Transportation equipment —29 +430 +59 +36 
Stone, clay, and glass 

products :a.¢ 38 ots osc —16 — 33 —6l +10 
Fabricated metal products +23 +177 +9 —15 

Nondurable goods indus- 

BIOS?) Laer nae — 8 + 24 +9 + 2 
Food and beverages..... - —67 + 88 +51 +21 
Textile-mill products... .. +38 — 34 +77 +48 
Paper and allied products -++29 + 31 +10 +26 
Chemicals and allied 

PFOductstercps cxnataiae —24 +132 +20 + 8 
Petroleum and coal 

products=t.-vont. 22% a% _ +16 = © 5 —4 
Rubber products....... —55 (0) +48 +13 


1 Based upon reports from 150 companies providing foreign appropriations information for 
1959 and 1960 

2 Includes other durable goods industries not shown separately: lumber, furniture and fix- 
tures, instruments and photographic equipment, and miscellaneous manufactures 

3 Includes other nondurable goods industries not shown separately: tobacco, apparel, 
leather and leather products, and printing and publishing 

Source: The Conference Board 
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little more than even with a year ago in the first quarter 
of 1961. 

Expenditures by the nondurables goods manufactur- 
ers have traced a more gradual course above the year- 
ago horizon. During the first half of 1960, nondurables 
outlays were a tenth below the 1959 level. In the second 
six months, spending rose 2% above the year-earlier 
mark, and in the first quarter of 1961 it was almost a 
tenth greater. 

Evidently the source of stability in foreign capital 
outlays, when stability is present at all, derives from the 
nondurable goods sector of manufacturing. This, of 
course, is consistent with the patterns to be found in 
other statistical indicators bearing on the activities of 
these two groups. It seems deeply rooted in the nature 
of their operations, and in the comparative illiquidity 
and risk of their fixed capital assets. 

To illustrate, on a year-to-year basis capital spending 
among the hard-goods industries in the first quarter this 
year varied from an increase of 59% (transportation 
equipment) to a contraction of 65% (primary iron and 
steel). Within nondurable goods, the entire range of 
trend comparisons, though keyed to a higher scale, was 
much narrower. The textile industry scored an increase 
of 77%, the largest in the group, while at the other 
extreme was a 5% decline made by the petroleum 
industry, the only cut in the nondurable goods field. 


Scope of Increases 

Further clarification of the underlying trend of capital 
appropriations is achieved by computing the percent- 
ages of reporting companies that have increased and 
decreased their allocations from the same quarter a year 
earlier. These percentages are as follows for all manu- 
facturing, durables and nondurables: 


1'60 ll 60 Ill '60 IV '60 1'61 
SS ll "59 Il "59 IV '59 1'60 
All Manufacturing 
Higherst ey. eit 49 46 49 47 40 
Lower sneer eet 39 37 34 42 48 
Durables 
Highen wes. al won: 4? 45 44 53 36 
Lower ose ae 36 33 36 38 51 
Nondurables 
Higher, 52cm saree 49 48 56 40 46 
LOWER iieccie Gas Beas 44 43 32 48 44 


For all of the industries, the percentage of companies 
reporting higher approvals remained fairly fixed through- 


out 1960, then took a sharp dip from the high 40’s to . 


exactly 40% in the first quarter of 1961. Some forewarn- 
ing of this contraction was given in the last two quarters 
of 1960, when the proportion of units reporting cuts in 
appropriations mounted from 34% to 42%. In the latest 
quarter, the number showing reductions rose to 48%, 
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‘further confirming the drop in the number increasing — 


their authorizations. 
The clearest symptom of a widespread movement | 
toward lower foreign investment commitments is the — 
crossing of these two so-called diffusion indexes. Through- 
out 1960, the proportion increasing their appropriations 
exceeded the percentage cutting back. But in the first — 
quarter of this year this bullish relationship was turned ~ 
upside down: units showing smaller appropriations — 
soared above the number increasing them. This reversal — 
was centered in the durable goods category. A similar — 
turn-around occurred in nondurables between the third — 
and fourth quarters of last year, but in the opening 
months of 1961 the proportion of firms lifting approvals - 
again moved up into the dominant position, though by 
a rather slim margin. On the basis of these recent trends 
in the proportion of companies increasing and cutting 
back their capital appropriations, it appears that a 
fundamental reversal of last year’s expansionary pat- | 
tern took place in the early months of 1961. 


Foreign Involvement 

In the four quarters ended in the first quarter of 1961, 
the proportion of total company appropriations slated — 
for expenditure abroad moved upward at the expense of — 
domestic programs, extending the trend noted in the | 
previous two reports. In the four quarters ending with — 
the first quarter of 1960, the durable goods industries as — 
a whole earmarked just 10% of total approvals for 
foreign assets, but in the latest four quarters the foreign ~ 
proportion of total authorizations was 27%, a remark- — 
able upsurge. The transportation equipment and pri-— 
mary nonferrous metal industries scored the sharpest — 
increases. On the other hand, basic iron and steel and | 
the stone, clay and glass categories showed a relative - 
decline in forward planning for foreign production — 
facilities. ; 

A much more gradual uptrend has consistently — 
emerged in the nondurable goods sector, where foreign- — 
owned enterprises are evidently well established. In the © 
four-quarter period ended a year earlier, the foreign 
proportion was 18%, while in the similar period ended © 
in the first quarter of 1961 the percentage had edged up 
to 20% (see table 4). 

None of the various nondurable goods industries has. 
shown as sharp shifts as have appeared in the hard-— 
goods field. The greatest occurred in the paper industry 
(from 9% in the four quarters ended in the first quarter” i 
of 1960, to 16% in the similar quarters a year later) and 
in the chemical industry (from 15% to 22%). The only — 
dips took place in the food and petroleum groups. ; 

For manufacturing as a whole, the proportion of total 
company approvals slated for expenditure abroad rose 
from 16% in 1960 to 22% in the year ending in March, 

i 
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1961. The continued rise in this proportion has had a 
noticeable effect upon the percentage of total expendi- 
turés made in foreign countries, as shown by the figures 
in the third and fourth columns of table 4. In earlier 
reports the percentage was significantly below that for 
the year-ago periods. But for the four quarters ending 
in the first three months of 1961 the foreign proportion 
is almost the same. This pattern pertains to both the 
durable and nondurable goods sectors. Thus actual 
investment abroad is now reflecting the rise foreshadowed 
by the earlier increases in capital appropriations. 


Backlog Trends Trace Direction of Spending 


The last four columns of table 4, on Change in Appro- 
priation Backlogs, also shows the recent trend away 
from domestic programs. In the four quarters ended in 
the first quarter of 1960, domestic approval backlogs 
were increased by more than $800 million by the 150 
reporting companies. In the corresponding quarters 
ending this year their backlogs fell by $433 million. In 
contrast, backlogs of authorized foreign projects switched 
from a decline of over $41 million a year ago to an 
increase of more than $157 million in the latest period. 
These trends show a considerable shift from domestic to 
foreign operations. 

This shift was most pronounced in the durable goods 
sector, where backlogs for foreign investment jumped 
from a deficit of some $25 million to a net credit of more 
than $188 million, and where the indicated decline in 
domestic backlogs was rather dramatic. The appropria- 
tion cuts during the first quarter of 1961 contributed to 
the convergence of the percentages showing the extent 


of prospective capital outflow to foreign countries. 
Nonetheless, as the figures on backlogs indicate, there 
is still a great deal of latent energy stored up in existing 
foreign capital programs, and foreign expenditures seem 
likely to rise for another quarter or two before running 
out of support from the accumulation of unspent appro- 
priations. 


Foreign Investment and the Balance of Payments 


Since mid-1960 a great deal of attention has perforce 
been riveted upon the international payments position 
of the United States. Gold and dollars were drained 
from the United States in settlement of the nation’s 
international accounts with the outside world. In the 
first and second halves of 1959, this occurred at the rate 
of about $2 billion (seasonally adjusted). The outflow in 
the first half of 1960 dwindled to $1.3 billion, but in the 
second half it shot up to more than $2.5 billion. This 
case of “aureophilia” —as some dubbed it—was owing 
partly to nonrepetitive factors, partly to conditions in 
foreign financial markets. But it alarmed government 
leaders and economists alike, since it threatened a 
serious loss of confidence in the dollar. Indeed, specula- 
tion on the dollar price of gold threatened to get out of 
hand in the London market last winter. 

Concern over this transfer of allegiance from the 
dollar to gold and foreign credits caused everyone to 
look for the fons et origo of the difficulty, and eyes began 
to pore over the balance-of-payments accounts. 

A glance at these accounts showed that the flow of 
private capital from the United States to the rest of the 
world was accelerating at a rate not matched or sur- 


Table 4: Foreign and Domestic Operations, 1959-1961" 


Foreign as Per Cent of Total 


Change in Appropriation Backlogs 


Appropriations Expenditures Foreign Domestic 
I "60-1 '61 Il "59-1 '60 I "60-1 '61 I '59-1 '60 I) ‘60-1 61 Il '59-1 "60 I "60-1 °61 tl '59-1 '60 
PEUUMICNUFACIUTING. «02. e sce ce ee ne 22% 16% 18% 19% +157.3 —4l1.1 — 433.0 +811.3 
Durable goods industries?.............. 27 10 13 13 +188.7 —25.6 — 307.9 +251.9 
Primary iron and steel............... 3 4 2 4 — 46 + 5.1 —235.6 +148.7 
Primary nonferrous metals........... 42 13 18 19 -+- 76.3 —22.5 — 8.8 — 27.8 
Electrical machinery and equipment.... . 11 8 8 9 Se i? — 3.3 + 31.8 + 48.4 
Machinery (except electrical) ........ 25 11 16 13 — 41.2 — 5.4 — 45.6 — 13.0 
Transportation equipment............ 52 18 : 28 28 +109.9 —10.0 — 24.5 + 74.2 
Stone, clay, and glass products....... 7 14 13 12 — Tsk: 56:3 —) 14:9. + 15.8 
Fabricated metal products............ 17 8 11 10 + 2.4 — 3.2 — 23.4 — 2.8 
| Nondurable goods industries?........... 20 18 20 22 — 31.4 —15.5 —125.1 +559.4 
Food and beverages................ 20 31 29 24 — 3.6 + 6.3 + 37.1 — 13.7 
Textile-mill products................ 7 5 8 5 = 1.5 “0:5 — 17.3 + 13.2 
Paper and allied products............ 16 9 15 19 iii. 2 al — 20.7 + 60.0 
Chemical and allied products......... 22 15 17 19 a eeoee +14.0 —108.4 +247.1 
Petroleum and coal products.......... 18 19 20 23 — 43.2 — 67.1 + 18.1 +163.4 
RUBBER DFOCUCTS c55 «6 <6 oyaieiese stars ous -0 255 35 32 32 34 — 4.3 +35.8 — 28.8 — 89.7 
1 Based upon reports from 150 companies providing foreign appropriations information for 1959 and 1960 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 
_ 3Includes other nondurable goods industries not shown separately: tobacco, apparel, leather and leather products, and printing and publishing 
Source: The Conference Board 
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passed since 1956. In that year the total outflow of 
private capital exceeded $2.9 billion, more than $1.7 
billion in excess of foreign investment during 1955. The 
latest estimate for private capital outflow in 1960 is 
about $3.9 billion, almost $1.5 billion greater than in 
1959 and well ahead of earlier years. In contrast, private 
foreign investment steadily slackened from 1957 through 
1959. 

The case against “investment” appeared even stronger 
when it was further noticed that in 1959 total earnings 
returned to the United States from its foreign invest- 
ments exceeded the net investment outflow during the 
year (by more than $300 million), whereas during 1960, 
according to the latest figures, the outflow of private 
capital soared above income remittances by $1 billion. 
But let us look inside these statistics for a moment and 
see what is turned up. 


The Income Returned 


The outflow of United States private capital rose 
from $2.38 billion in 1959 to $3.86 billion in 1960. Of the 
total increment of $1.48 billion involved in this move- 
ment, short-term capital investments (those in relatively 
liquid securities of short maturities) shot up by almost 
$1.24 billion; long-term portfolio investments declined 
slightly (by $0.08 billion); and so-called direct invest- 
ments (in productive assets) increased by $0.32 billion. 
Thus the movement of short-term capital accounted for 


United States International Private Capital Outflow and 
Earnings 


In millions of dollars 


1955 1956 1957 1958 1959 1960 
SSS SSS 
Total Invest- 
ments...... 1,211 2,990 3,175 2,844 2,375 3,856 


Total receipts.. 2,170 2,417 2,676 2,615 2,694 2,856 
Net receipt.... + 959 — 573 — 499 — 228 + 319 —1,000 


Direct invest- 
ments...... 779 1,859 2,058 1,094 1,372 1,694 
Direct receipts. 1,912 2,120 2,313 2,198 2,228 2,338 


Net receipt.... +1,133 + 261 + 255 +1,104 + 856 + 644 
Other _ invest- 

ments'..... 432 LST aes 1,750 1,003 2,162 
Other receipts . 258 297 363 417 466 518 
Netreceipt.... — 174 — 834 — 754 —1,333 — 537 —1,644 


1 Includes long-term portfolio and short-term investments 


83% of the total rise in private capital outflow between 
1959 and last year. Higher money rates in London and 
European capitals than here, the result of government 
policies abroad to keep the lid on inflationary pressures, 
were doubtless the major lure for domestic short-term 
funds. (The short-term flow continued only slightly 
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abated in the first quarter of 1961, according to pre- 
liminary government figures.) 

The case that emerged when it was found that the 
excess of receipts over investments in 1959 swung to a 
net debit of $1 billion in 1960 (the excess of private 
capital outflow over remitted earnings) seemed open- 
and-shut. But another look inside the aggregates shows 
that income returned to the United States on direct in- 
vestments in 1960 was more than $0.64 billion above the 
direct investment outflow during the year. The returns 
from other private investments (short-term plus long- 
term portfolio), on the other hand, fell below the out- 
flow on this account by as much as $1.64 billion. 

In all fairness it should be pointed out that this debit 
stemmed entirely from the sharp climb in the outflow 
of short-term capital, for income receipts under this 
account continued their gradual postwar rise. The table 
on this page is a six-year review of the income-outgo 
patterns in the private capital accounts of the United 
States’ balance of payments. 

In every one of the past six years, more money has ~ 
been remitted to the United States from its direct — 
private investments than has gone abroad to form new 
productive facilities. Just as clear is the fact that in © 
every year the receipts from the “Other Private”’ invest- 
ment account have not measured up to the yearly — 
outflow. : 

These observations are of some importance. Owing — 
to a partial examination of the international capital — 
accounts some observers have mistakenly concluded — 
that direct investment abroad has not been pulling its — 
oar in the balance-of-payments stream. Once a deeper — 
sounding is taken of the statistics, however, it seems | 
that this thesis enjoys scant support. Direct foreign — 
investments have apparently been doing their share ~ 
toward helping the international position of the United | 
States.! : 


The Outlook for 1961 


One more noteworthy fact to be extracted from the 
table above is the slump of almost $1 billion in direct 


the two subsequent years. This siesrentl that the rate of 
foreign capital investment is tied closely to the cycle im | | 
business activity (and the rate of generation of co ; | 
porate earnings) at home. When cash bene on | 


ae account during the year was $0.35 billion. A net outflow of f- 
$0.76 billion, therefore, occurred. bj 

A small part of this outflow, however, was in settlement of thi 
short-term claims on United States holdings of foreign currencies 
which bulged during the period of speculation on the dollar last fal 
An additional element in the gold drain of 1960 was the large sum 
involved in United States government military aid to foreign countri 
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domestic operations has permitted it during these six 
years, there have evidently been sufficient economic 
incentives abroad to lure venture capital. This is a 
reflection of the rapid rate of economic development 
throughout the free world, in both the industrialized 
and underindustrialized parts. 

Tf this observation rings true, it follows that as the 
domestic economy awakens further from its dormant 
condition of the past year, overseas operations will 
attract more capital. In that case, capital appropria- 
tions for facilities abroad should reverse their first- 
quarter downturn, and the expenditure outlook should 
brighten further. 

Economic conditions abroad are still exhilarating. 
The European Common Market seems about to add 
new candidates to its membership, and this trading 
system, with or without new members, will doubtless 
increase its capacity for the exchange of goods and 
services, barring further disintegration in East-West 
relations over Berlin. The newly emerging nations of 
Africa, Asia, and—in an economic sense— Latin America 
are also areas of long-term growth of industrial markets. 

Thus the trend of business activity at home may have 
an important effect upon the path traced by foreign 
capital appropriations in the next two or three quarters. 
The relationships between domestic and foreign economic 
conditions, and their trends, will therefore receive in- 
creasing attention in the next and subsequent reports on 
capital appropriations for foreign operations. 


Martin R. GarnsBrucH 
FrRepD STEVENSON 


Office of the Chief Economist 


Single reprints of this article are available to Associates on request and 
without charge. Prices for quantities will be furnished upon request 


Business Forecasts 


Hon. Everett Hutchinson, chairman, Interstate Commerce 
ommission (The Commercial and Financial Chronicle, Au- 
ust 17) —“‘. . . Increased government expenditures, includ- 
ng those for defense, may be expected not only to add directly 
o the volume of rail freight traffic, but also to accelerate the 
ncrease in business activity characteristic of the recovery 
hase of the business cycle. 

“Capital expenditures in industry, and in the railroad field 
articularly, will probably average out in 1961 at a lower level 
han in 1960 and some other recent years. 

“The prospect for improved railroad earnings for 1962 may 
ncourage larger outlays for modernization of equipment as a 
eans of strengthening the rail competitive position and to 
ffset accumulated obsolescence.”’ 
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Business Bookshelf 


How To Increase Sales with Letters—A concise guide to the hows 
and whys of writing persuasive letters for various sales ob- 
jectives. By Earle A. Buckley. McGraw-Hill Book Company, 
330 West 42nd Street, New York 17, New York, 1961, 182 
pages. $5. 


Accounting for Corporate Income Taxes—The differences be- 
tween profits as determined for business purposes and 
profits computed in accordance with income-tax regulations 
form the subject matter of this book. It explores the ques- 
tion of which measure of income—business or taxable— 
should be accepted as the basis for computing the tax 
charge to be included in the accountant’s report. The prob- 
lem of the proper allocation of tax charges between account- 
ing periods and the question of when the tax liability arises 
are discussed at length. An extensive bibliography is in- 
cluded. By Thomas F. Keller. The Bureau of Business Re- 
search, School of Business Administration, The University of 
Michigan, Ann Arbor, Michigan, 1961, 155 pages. $5. 


The Television Business, Accounting Problems of a Growth Industry — 
The basic and most persistent accounting and financial 
problems of the television industry are explored in this 
book. The first two chapters describe the nature and spectacu- 
lar growth of the industry, the evolution of recorded pro- 
grams, and the way that television programs are produced. 
This is followed by a treatment of such accounting prob- 
lems as: accounting for production costs, recording revenue, 
amortization problems, station accounting, barter problems, 
and financial statement presentation. A glossary of tele- 
vision terms is also included. By Warde B. Ogden, C.P.A. 
The Ronald Press Company, 16 East 26th Street, New York, 
New York, 1961, 197 pages. $6. 


Business Law—This is the sixth edition of a text that was pub- 
lished originally more than thirty years ago. The book is 
intended for the use of beginning students and provides a 
basic treatment of the legal foundations of business. It deals 
with such topics as: introduction to law, contracts, agency 
and employment, negotiable instruments, personal property 
and bailments, sales of goods, partnerships, corporations, 
real property and leases, insurance, security devices, bank- 
ruptcy, trust and estates, and government regulation. The 
book contains numerous questions, problems, and cases for 
review. A new feature of this edition is a glossary of legal 
terms. By Ronald A. Anderson and Walter A. Kumpf. 
South-Western Publishing Co., Cincinnati, Ohio, Sixth Edt- 
tion, 1961, 948 pages. $7.26. 


Investments— Designed as an introductory textbook, the third 
edition of this volume concentrates mainly on the invest- 
ment problems of individuals. The book is divided into three 
principal sections. Part I describes the problem and me- 
chanics of investment; part II deals with investment policy 
and practice; part III discusses investment selection. There 
are twenty-two chapters in the book, and at the end of each 
chapter there are a selection of questions and problems and 
a list of supplementary readings. By George W. Dowrie, 
Douglas R. Fuller, and Francis J. Calkins. John Wiley & 
Sons, Inc., 440 Park Avenue South, New York, New York, 
Third Edition, 1961, 561 pages. $9. 


The Role of Debt in the Economy—A general discussion of debt 
as a means of financing and as an outlet for funds with 
some emphasis on its behavior during cyclical fluctuations. 
By Helen J. Cooke. Public Affairs Press, Washington, D. C., 
1961, 115 pages. $3.25. 
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The Making of the Middle-income Class 


Percentage multiearner husband-wife families 
Total husband-wife families each income class: 1959 = 100% 
Sources: Department of Commerce; University of Chicago; The Conference Board 


TOTAL 


% 
ee HUSBAND’S INCOME SUFFICIENT 
TO PLACE FAMILY 
IN INCOME CLASS » 
60 
: iene 
20 


HUSBAND’S INCOME, ALONE, 
Pe IS NOT SUFFICIENT 


UNDER 3,000- 5,000- 7,000— = 10,000 
$ 3,000 5,000 7,000 10,000 OVER 
SSS SSN ee 


ANNUAL FAMILY INCOME 


By 1970, the earnings of two out of every five persons 
in the labor force will represent supplementary family 
income. In that year an estimated 26 million, or half the 
nation’s families, will include in addition to a primary 
wage earner one or more other working members. Such 
households, moreover, are calculated to wield at least 
three fifths of aggregate consumer purchasing power. 
Clearly, these anticipated developments will appreci- 
ably affect the design of income distribution and have 
some sizable consequences at the market place. 
A Dynamic Society 

Something of what might be expected for the decade 
ahead is suggested by the current scene, and by the 
elements that went into its making. Last year, according 
to the latest news from the Department of Commerce, 
over a third of all families had incomes of over $7,000. 
That is just about twice the proportion of a decade ago, 
measured in today’s dollars. There are many and varied 
economic factors contributing to an increase in the 
middle and upper income populations but a most im- 
portant one is the growing prevalence of multiearner 
families. With the entrance of an additional member 
into the labor force many households are suddenly 
catapulted into an appreciably higher income bracket. 
Of all families with over $7,000 a year to spend roughly 
half, for example, achieve and sustain that income level 
by virtue of having at least two of their members 
earning a paycheck. 

In all of this there are some striking lessons for the 
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Consumer Markets: 
Multiearner Families: II 


marketing fraternity. Clearly, the prevalent image of 
the middle-income class as consisting of a relatively ~ 
fixed population changing only moderately with time, is _ 
largely inaccurate. In fact, the composition of that 
group is highly volatile as wives move in and out of the — 
labor force and as youngsters leave school for work and — 
eventually home for marriage. Many millions of the © 
nation’s families spend some years in the middle-income 
bracket in the course of the life cycle. This means that — 
in any given period the population of that class includes — 
many recent arrivers. Here then, year after year, is a 
continuously new middle-income market, providing a ~ 
vast and fresh demand for middle-income goods and — 
services. Certainly calculations of market saturation — 
based on the concept of a relatively static middle-income ~ 
population require some sharp upward adjustments. 


A Fluid Middle Class 


In the period ahead, in fact, the middle-income class | 
will be even more fluid than it has been in the recent 
past. During the Fifties the growth in multiearner 
families resulted mainly from an increase in the propor- ” 
tion of employed wives, and only in modest measure | 
from youngsters entering the labor force. The withering ; 
away during the war years of the lingering prejudice 
against women working, the trend toward earlier mar- |) 
riages and child bearing, and the rise in the demand for 
office help made for a sharp influx of females into the 


F 
labor market. In 1950, a fourth of all married women ~ 


| 
i 
were at work: currently the ratio is a third. Meanwhile, | 
however, relatively few youngsters—and this group 
makes for considerable fluidity in the composition of the | 
middle-income class since the period spent at work and ~ 
within the family is usually limited—entered the labor 
force. : Ar 
But in the course of the present decade the trend | 
will be reversed. Of the 6-million additional multipay | 
check households anticipated for 1970, about a quarter |) 
will result from more employed wives and roughly thr 
fourths from young persons who will come of workin 
age and spend the post-school and pre-marriage years — 
at home and in a job. 
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This pronounced change in emphasis is to be attrib- 
uted, on the one hand, to the already large proportion 
of wives at work, making further growth more difficult. 
On the other hand, because of relatively few births in 
the depression and war years, there was in the past 
decade only a moderate rise in the population of the age 
group fourteen to twenty-four. But with the turn-about 
in birth rates in the immediate postwar period and the 
subsequent years of prosperity, that age category is 
scheduled to increase by close to 50% by 1970. 

In the course of the coming years, then, many addi- 
tional families will enjoy middle-income status, if only 
for a limited period, through the participation of two or 
more of their members in the labor force. In about half 
the instances, the supplementary worker will be a wife; 
in the other half, a youngster grown to working age. 
But while the income class will be sizably larger, it will 
also be extremely mobile and heterogeneous in the com- 
position of its population. All in all, this will make for 
diverse market segmentation within the middle-income 
bracket, since buying patterns are appreciably affected 
by the means through which the family derives its 
‘income. 


Status Assured by Husband’s Income 


_ First, there is the hard core of households wherein the 
prime wage earner provides enough to sustain the fam- 
ily in its particular income bracket. About half the 
$7,000-and-over group is presently composed of such 
situations. Here the household is secure in its resources 
and can afford to live up to its means both financially 
and psychologically. Spending habits roughly follow the 
classical lines defined by market research studies. 


Standard Dependent on Wife’s Aid 


Secondly, there are those households whose middle- 
income status is dependent on the supplementary con- 
‘tribution made by a working wife. Spending patterns 
here differ appreciably by the stage in the life cycle. 
Among young families there is probably some initial 
eavy buying for the home and later a good part of the 
oman’s earnings is saved for those years when she will 
ithdraw from ‘the labor force to build a family. The 
ength of the withdrawal period varies widely depending 
on the number of children, but by the time the last born 
s of nursery school age the wife frequently reenters the 
abor market. Thus for women over thirty-five the pro- 
ortion of those working perks up sharply, after drop- 
ing for the preceding age group. Once the wife is back 
arning a paycheck, family spending i is probably not too 
issimilar to that of households in the same income 
racket where the husband is the sole provider. The 
wife’s decision to work is a voluntary act and she can 
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move in and out of the labor force according to financial 
need or ambitions. If it so elects, then, the family can 
fill out the full dimensions of the living standards per- 
mitted by the joint earnings of husband and wife. 

There are, of course, some differences in the spending 
patterns of working wife households, as compared with 
those where the woman is occupied with housekeeping. 
But the data on this point are sparse, and the facts on 
hand merely document the obvious. For instance, it is 
found that the woman who goes to work spends more 
than average for clothing, accessories, and personal care. 
Similarly, the male seems to dress better in those cir- 
cumstances. There is also more eating out and heavier 
spending for entertainment generally. 


The Fluid “Transient” Group 


Thirdly, there is the transient middle-income group— 
families with a youngster at work and living at home. 
This type of household, as already noted, will become 
increasingly prevalent: it is estimated that it will make 
up a fourth of the over-$7,000 bracket by the end of the 
decade. Though the family is nominally a member of the 
financial middle class for a prescribed period —probably 
for somewhat under five years on the average—psycho- 
logically it remains in the income bracket of its prime 
wage earner. For a time it has somewhat more to spend. 
It cannot, however, employ the extra resources in any 
way which would commit it to a permanently higher 
level of spending. It can use the additional buying power 
though for a wide range of luxury products and services 
which are customarily beyond its financial reach. Such 
items could include major appliances, as for example, a 
late model refrigerator, an air conditioner, or a dish- 
washer. The family might also change cars more fre- 
quently and perhaps also step up the price level. How- 
ever, all of this is speculative: with the events anticipated 
for the years ahead a probing of the buying patterns of 
the “transient middle class’ would provide a most 
useful tool for marketers. 


The Working Youngster 


Finally, there is the market created by the demand 
of the working youngster. Provided with room and 
board at home they constitute a special subspending 
unit. Part of their earnings is, of course, contributed to 
the household, part is saved. But, there is also a good 
portion left for spending. Among the products high on 
the shopping list of such youngsters are clothing, sports 
equipment, hi-fi and related items, phonograph records, 
photographic equipment, and, in many instances, cars. 
The makers of all such products may anticipate boom 


years ahead. 
Fasian LINDEN 


Division of Economic Studies 
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The Consumer: 
Attitudes Step Ahead 


of Purchase Plans 


Consumer OPINIONS about employment condi- 
tions and household income six months hence were more 
optimistic in May-June, 1961, than in either 1960 or 
1959. Consumers also reported a remarkably sharp 
upsurge in local business and employment conditions. 

These gains in consumer confidence were not trans- 
lated as fully as might be expected into plans to buy 
homes, automobiles, and other durable goods. Consum- 
ers were in a favorable position to add to their purchases 
because of the rise in personal income to new record 
levels and the reduction of instalment debt, but evi- 
dently they are tending more and more to allocate their 
discretionary funds to other outlets, especially services. 
The backlog of demand for homes and durables has 
apparently been reduced and consumers are slower now 
to start stocking up again. Price stability and the 
absence of a speculative stimulus may be playing some 
role in the current scene. 

Nevertheless, new-automobile plans were close to the 
year-ago level in June-July, 1961, and used automobile 
plans were 7% above a year ago. Air-conditioner and 
dishwasher plans were also more numerous than last 
year. But home-buying plans continued relatively weak, 
and intentions to purchase home furnishings and appli- 
ances moved sideways. Plans in the East and the South 
improved more in the second quarter of 1961 than plans 
from other regions. 


Where Gains Mostly Occurred - 


Gains in buying plans during the second quarter 
originated mostly in households with less than $5,000 
income rather than in the higher-income households. 
Prices on the stock market did not make any new 
advance, and households with income of $10,000 and 
over were the most cautious. As the second quarter 
ended, the opinions of the high-income families about 
business, employment, and household income darkened 
more than among lower-income groups. 

Vacation plans were the immediate beneficiaries of 
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Table 1: Opinions about Business and Employment in Local | 


Community 
In per cent of household heads 
July— Sept.— Nov.- Jon— Mar.— May— 
Aug. Oct, Dec. Feb. Apr. June 
Business Conditions Now 
Good 4 
1959=1960... 2 onc 44 43 43 46 40 38 
1960-1961]. ...... 35 33 26 21 23 34 
Bad 
1959=1 960.7. cia seis 18 20 19 16 18 2! 
VOGOHT96T Ooie is 21 24 27 34 40 25 
Normal 
1959-1960....... 23 23 24 26 30 29 
1960-1961 ....... 31 30 35 35 26 28 
Other! : 
1959-1960) yan. fae 14 15 15 13 14 13 
196O=T9O DE i aintaens 14 14 13 11 1] 12 
Toba wate tens cane 100 100 100 100 100 100 
4 
Employment Situation Now 
Jobs plentiful 
L9S9=TIGO fuse. 28 29 25 26 23 24 
1960-1961... 2.5. 23 20 14 8 7 11 
Jobs not so plentiful 
T9OS9=1960 raat 31 29 32 33 34 33 
1960-1961), osc 34 34 36 36 37 39 
Jobs hard to get 
1959-1960....... 26 26 27 24 27. 29 
1960=1 961265 win% 30 33 38 48 47 39 
Normal 
1959-1960... .... 3 3 3 3 4 3 
1960-1961....... 3 P4 2 2 2 2 
Other! 
19S9=19OO Fi ene 13 14 15 14 14 12 
1960-1961....... 12 13 1 8 8 10 
WOON? Mia tec aus 100 100 100 100 100 100 
ei 
Employment Conditions Six Months Hence 
More jobs ‘ 
1959-1960....:.. 26 29 36 45 37 27 
1960-1961 ..5.... 24 25 37 54 54 - 39 
Fewer jobs 
1959-1960....... 19 15 1] 6 9 16 
1960=190) Ae ace 19 17 1] 7 6 12 
Same number 
V95S9—1960 sis ai 40 40 37 36 40 43 
1960-1961....... 42 40 35 25 25 - gi 
Other! 


1{ncludes no opinion and not determined 
Sources: Sindlinger & Company; The Conference Board 
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Table 2: Household Financial Condition Compared with 
Six Months Earlier and Six Months Hence 
In per cent of household heads 
July- Sept.— Nov.- Jan.— Mar.— May— 
Aug. Oct. Dec. Feb. Apr. June 


Household Income—Compared with Six Months Before 


Up 
959-1960). ...2. 5. 25 24 22 24 22 22 
1960-1961....... 24 24 21 21 18 19 
Down 
1959-1960....... 9 9 10 10 9 9 
NOGO=1961... cess 9 10 12 US 17 12 
Same 
1959-1960....... 64 64 64 63 66 66 
1960-1961....... 65 65 65 6l 63 67 
Other 
1959-1960....... 3 3 4 3 2 3 
1960-1961....... 3 2 2 2 2 ] 
HORGHS eye  ca 6. 100 100 100 100 100 100 


‘Compared with Six Months Hence 


Up f 
1959-1960....... 23 24 23 27 24 23 
1960-1961....... 20 21 25 30 28 25 
Down 
| ~=6©1959-1960....... 4 3 3 3 3 4 
MPT O6O-1961.....:: 4 4 3 3 4 4 
Same 
1959-1960....... 65 64 63 62 65 65 
1960-1961....... 67 67 64 59 60 63 
Other 
1959-1960, ...... 9 9 10 8 8 8 
1960-1961....... 8 9 8 8 9 8 
staal pees bees ty ee 100 100 100 100 100 100 


Sources: Sindlinger & Company; The Conference Board 


Business Improves—Joblessness on the Downgrade 


Opinions in per cent of household heads 
Sources: Sindlinger & Company; The Conference Board 
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economic recovery, showing a gain of more than one 
fifth in the second quarter as compared with a year ago. 
While the largest increase was in domestic travel plans, 
plans for European trips were also considerably higher 
than last year as a result of a June upsurge. 

These are the main conclusions of the latest survey of 
consumer attitudes and buying plans, conducted by 
Tue ConFERENCE Boarp with the financial sponsorship 
of Newsweek. Interviews and tabulations were conducted 
by Sindlinger & Company. 


ATTITUDES STILL RISING 


At the end of the first half of 1961 consumer expecta- 
tions about employment conditions and household in- 
come six months hence were not so optimistic as in the 
opening months. The year-to-year comparison, how- 
ever, was more favorable. In May—June, two fifths of the 
householders expected more jobs, while less than 30% 
held such opinions in 1960 and 1959. This change may 
be explained by the different economic outlook, despite 
the presence of more unemployment than a year ago. 
Recession fears hung heavily in the air in mid-1960, and 
the impending steel strike in 1959 caused much anxiety. 

Household heads reported a considerable improve- 
ment in current local business and employment condi- 
tions. In the opening months of 1961, the number who 
thought that business conditions were good was less 
than half that in the same months of 1960. At midyear 
their proportion was nearly the same as a year ago. 

Opinions about employment conditions have also im- 
proved since January—February. The proportion of those 
believing that jobs are hard to get fell from 48% to 
39%. But this was still considerably higher than the 


JOBS HARD TO GET 


Table 3: Plans To Buy Automobiles, Homes, and Appliances within Six Months 
Index numbers: January through December, 1959 = 100 


Jan.— Feb.— Mar.— Apr.— May- June— July— Aug.— Sept.— Oct.- Nov.- Dec.— 


Plans To Buy Feb. Mar. Apr. May June duly Aug. Sept. Oct. Nov. Dec. Jon. 
Automobiles 

New Automobiles 
LOSE tats dee ote ct on attr. «HENS Ore Ne obs oe Fat Ae Pi fa x 78 86 93 96 89 88 
| Coho SS ene ten SRN F Rin ier ec eee Ted. ec 89 90 99 106 104 99 99 99 100 106 109 Wis 
LOOO PE ames ee 6 wei enes WRU avete sks were 109 101 104 108 110 105 99 102 105 104 105 103 
LOG Po eercdertes wpion ca tens oth tise a ees eens ape aera 109 102 103 105 103 103 

Used Automobiles 
{KoRY Save ee RES RARER AD get ee ONS No AiR 9 re =i ey at Ses ai ae 80 84 87 91 93 93 
NOS Oey o, tieks cea ciceyi WAI s adloncucys: al te eae nh Shea eno 112 114 104 110 118 104 84 94 10] 88 8] 96 
TGGDG See cers Bo ce Ola eee eee cane aetet 106 97 89 87 85 88 88 87 84 83 99 104 
LOODR AWA iho. SERN eee ornate 104 112 106 102 98 94 

Total Automobiles! 
TOSG! Pies SASS Moai ee RNS tose he ree eee aes fi We a mre AS A 79 85 91 94 91 90 
1OSO Fxg ee 2 es eae oo ee eth. 99 10] 102 107 109 101 93 96 101 99 97 105 
TOOO AA Gk, Re Sci) Wicoka ee eran a emer ica 107 97 95 99 98 96 94 96 97 96 102 102 
SOD e ce cayenne SALA Ee ce oe eee ae 99 105 104 103 99 99 

Homes 

New Homes 
HOSE RS Fs ces hin kak ae ee Ce er “- ae m: a a BS 105 89 89 85 85 88 
1c) Mt A CRUE ROLE EM At ea Tor 3 ase 102 102 10] PES: 107 110 119 103 86 82 86 97 
HOOO: e250 % eye aloe oie 6 Re ee 103 106 96 8] 76 75 71 67 64 68 84 86 
TOOT OR Es eoeeeet heats & ARtt onsale a eeo ERA PONS 83 75 76 73 61 63 

Used Homes 
[BOR Se hae aoe RE Ae ae Bt ks Smee & a ore ae 55 ae of 105 96 96 97 105 97 
[ROE weno ce att at IER NR Pech ogi. eAPUTOOR: icf 97 106 110 114 121 113 105 95 88 91 80 86 
1960s A lomo s Poor ee REE Soe 108 110 91 77 88 106 91 76 89 89 85 86 
i/o) Mew eR RMTT ETE SANS Gade: oy a ones 85 83 91 89 76 83 

Total Homes! 
Boot a SEES Oe AE SUCRE EE Plea e Ten net. 5 meee 4s ra a ae be ae 106 93 94 91 95 92 
BOSON a thes, ee cewcerage ce sbeks os gid Seer eG 100 106 105 112 113 111 11] 97 86 87 86 93 
OOO usten vrs. s recs a aes Me eco eNOS ue ene eee 102 106 93 80 85 88 78 74 79 79 85 86 
OSDIR: Sc. peicccnn: scx. elton ram eke ee ae ee 82 82 86 8] 7 71 
s Home Improvements and Accessories 

Floor Coverings 
ODS JEP See. ons Sooner TE oe ee - te Ez, ay, x ee 83 97 105 107 101 98 
LOG. ov tonsy ato a tasnslrana ta i humo hte acta oe ae 103 104 104 104 99 98 96 99 100 99 97 93 
| clol0 Pee RMP eaten Phat, obama io Beara = 10] 104 98 93 85 81 86 94 99 94 87 91 
POON Sie ee she sda ecateas eee sas ne es OO Ree 95 93 92 91 85 79 

Furniture 
PSG Brent scepe s evicate eden hee alk aceon a oe oy Be ie nae ie 92 10] 104 104 104 99 
DOD a eteide Ate ann tei clad ie eae ae Gene 97 95 10] 108 104 100 99 97 100: #103 99 92 
MOO eo ch i ste Sebgcvcrrel cs orate canas ic sir dacesl ah Ae rm ee 95 10] 95 87 88 87 87 94 97 94 91 86 
Kolo} WE Alan aR ROR GRE ERORAE bling amin A odibenme Or 78 76 79 76 73 72 

Home Improvements 
BOSE erate ays crane Opn aians d aeiee Pile e eae) a eee ee As ee a x 9 ha 90 88 88 84 84 88 
EGDOE id sen, Shah ee cand ev oet Cvs: ee Oe AN Eee 10] 114 117 114 112 104 92 93 90 83 87 95 
WOOO Ay sca fac attain Wetewsas cate Sadia ns SARIS ok ge eer 101 110 116 110 99 91 85 83 84 79 78 79 
MIO oe ics, scwcd gts ale OM re. © se) Renters, ey ere ae 87 93 93 98 92 84 ec th ae ye te ii 

Appliances 

Air Conditioner 
2 Snes, Se ROO OR REMC RAO: GO mae finders a ae at ae Pk m ne 68 53 52 67 76 83 
oe tte ON Arie mite wu isnitellte che, ae eee eee 98 123 139 146 147 121 ihe vA) 69 47 65 109 
OO. ea eee eee, en om of Te A ee ae eee 121 125 127 117 111 85 68 54 52 48 49 72 
LQO Te tenes ad ciskharot so kien i edOae ee 92 96 117 134 121 90 a 
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TABLE 3 CONTINUED 


Apr.- May— June- July— Aug.— Sept.— Oct.— Nov.- Dec.— 
May June July Aug. Sept. Oct. Nov. Dec. Jan, 


Jan.— Feb.— Mar.— 
Plans To Buy Feb, Mar. Apr. 
Dishwasher 
Sted PEE NENA cena oKay sl Guero ise Massie e's alien Meighan 0's nh as vB 
MMI ae ore yeh ei os tohd etict, Uiecle: Gi postin) eilelie C39 8 oA 88 89 98 
SOURED Brel errata oh crai ayer salen al agelaysie >A a o@isvane © eae 108 105 78 
ASL 5 ole en es Sones NR Rt Scone eg k eee ea 73 71 59 
Dryer 
USSU) es eg AP ee okie ene $e Bs 4 
eT RMT eri si! ite sa ibdlan dy suscep Gye wievera wii si 104 11] 103 
EO Se cia CO ELC Le OEIC AS cic. cee 98 101] 88 
RANE Ne iaiistle ceveierel eae eit’ o1y aye aie aie 8. a sicaa.e.e 71 65 52 
Freezer 
POETS S. cnce SOB OI GROOT ORCI Een _ o fh 
Mes TIPE, Wo! SEN ec aria 2 ana e MeL a Sy aieiese wie rq. a. 97 90 103 
NACA ance tite aneraxerotavnisiie Aiisvew.diis eb > dies 95 97 94 
“S53! sods RB OS SIs CARS RE CIS eee SST | 79 83 
Range 
OfSUl oo ole ob Cobar opeh sons ce ae namin enor = ae i 
RS MERRIE Hrictctt. SNe site ye ai cir exe « ake ent) a v.26 103 111 108 
“ RISSEIOS 9 Ghd CRS RRL eee eo 25 107 87 
TSU LURE LGR PRES SEATS RE es 64 58 60 
Refrigerator 
eres RR cB an5 fe a. tovie huss cogs ny sta daar elaine wes Wseke ur soe BS an Ae 
RG MP Citian cite ehse a: + Aiea ere sleve cara Sc's & ye sos Bins 94 94 100 
CIP NR Ae aie fieceeat ae aiieew 6 112 117 96 
(SEU GN 0: ALND STN ES ae 83 65 62 
Television set 
Ries PRP WeYer cWeacsi vs, ois loriore. anaiias sitesi lezele «on 3s ee “Ri #5 
PES UEE MAS eee am vet ais Gh oak ee ee os 113 108 97 
RN ET EP Sos ts le feces sy theva.ia aualiausys a)'e sdcenpss 49106 90 86 83 
POURRA Tees so Sis oi oan 6.05 wie edie ote s' 89 8] 68 
Vacuum cleaner 
RO Nace TE Sour 8) ahs Po) > colsh odes feu ees cacsh 18 LS hes ® sk * ne 
PR EMMIS Te Cae ol as Ales St Cla Nv ale ee 4b Se ss 104 97 91 
TUT ANY eters oa al ens co) Gale seve Wiebe and Gas e408 115 119 113 
AO EMP RAS ON Sree tbls eielaie okie Gate dts wes 86 91 74 
Washing machine 
STC 5 a EN SIORECL AIS CLARE OR ROR Rc ane nee me Bee x 
TOS MEM Siiis Geis a. tre Reese Sine elas Sus awrhe eee S 106 107 101 
NOSSO) 5. ouch doh eect I fi SO ARR 112 109 94 
BRO ents, eas x8 pies ed ohetiet susie ta Weieiw inane sas fe Kile. tee 80 77 66 


oe ¥e ae 90 102 93 93 108 106 
99 10] 103 105 111 103 88 106 116 
70 86 77 69 89 102 97 76 65 
68 85 86 


sh ae st 94 115 113 112 110 102° 
81 83 91 90 104 118 114 102 99 
66 65 82 86 82 84 86 83 75 
49 54 59 


a pie are 110 131 116 103 103 106 
107 89 94 106 109 109 95 96 100 
78 70 87 88 86 86 85 79 59 
69 77 66 


se oi x 83 100 102 100 101 100 
106 107 103 112 102 86 83 84 108 
76 79 84 83 10] 100 88 82 75 
55 47 44 


ar a aye 89 99 102 97 94 96 
101 101 110 113 107 97 88 94 98 
85 87 87 88 10] 96 84 90 96 
63 66 71 


ae ar ii 108 113 114 11] 113 113 
99 95 90 108 121 107 90 80 86 
ifs} 84 92 93 89 97 105 97 91 
59 63 74 


ts hs un 113 124 121 113 110 109 
84 98 98 107 114 100 100 10] 116 
81 80 95 108 115 101 94 100 85 
72 78 79 


Phe a5 ae 102 103 100 102 107 WI 
93 96 10] 10] 104 104 93 91 101 
89 84 8] 86 85 78 74 82 84 
63 63 63 


1 Includes buying plans specifying either new or used, uncertain as to which kind 
Sources: Sindlinger & Company; The Conference Board 


year-ago rate of 29%. Opinions about current household 
income were more sluggish. 


LOW-INCOME HOUSEHOLDS MORE OPTIMISTIC 


Between May and June, consumer attitudes and 
expectations became somewhat more pessimistic. Per- 
haps uncertainties over the pace of the current recovery, 
the persistence of unused productive capacity and man- 
power, fear of new taxes and government controls, and 
the sluggish stock market contributed to this letdown. 
These considerations normally affect more strongly the 
upper-income households. The analysis of consumer 
attitudes by income groups shows just that. Households 
with income of under $5,000 recently showed virtually 


SEPTEMBER, 1961 


no increase in pessimism—indeed they were slightly 
more optimistic in June about the current job situation. 
In contrast, households at the upper end of the income 
ladder, especially those with income of $10,000 and over, 
were more pessimistic by a significant margin. 


AUTOMOBILE PLANS GAIN 


Intentions to purchase automobiles were slightly 
above the 1960 rate in June-July, 1961. This gain 
resulted from an advance of 7% in used-automobile 
plans, while plans for new cars were close to the year- 
ago rate. (It is noteworthy that more new-car plans 
were reported than in June-July, 1959.) New automo- 
bile plans reported to THE CONFERENCE Boarp be- 
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New-auto Plans Steady 


Plans to buy new automobiles within the next six months 
Two-month moving average; index numbers: January—-December, 1959 = 100 
Sources: Sindlinger & Company; The Conference Board 
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80 


tween January and July indicate more than 3 million 
car registrations in the second half of 1961. This figure 
may turn out to be on the conservative side if increased 
defense spending and expanding inventories increase 
business confidence, work hours, and job openings. It is 
possible that an increasing percentage of planners will 
carry out their intentions, and more nonplanners may 
decide to purchase after all. While it is likely that a 
large proportion of consumers “discounted” the prospec- 


tive economic improvement when making their plans to 


buy new automobiles, the nondiscounters may get a 
pleasant surprise from business developments during the 
second half of 1961. 

Used-automobile plans declined from their rates in 
the previous months, but they were 7% above their 1960 
frequencies. The strong demand for used automobiles 
(foreshadowed by the upsurge in this survey’s used- 
automobile buying plans after the end of 1960) have 
already bolstered their prices, and dealer inventories of 
used cars have declined to such an extent that there 
seems to be a shortage of ‘‘clean” used cars. Current 
buying plans foreshadow a continued demand but no 
intensification of shortages in the second half of 1961. 


HOME-BUYING PLANS WEAKEN 


Home-buying plans, steady until April-May, fell 
sharply in May—June and remained at that low level in 
June-July. Both new and used components were below 
the spring rate in the first two summer months. This 
weakness resulted in a year-to-year gap of about one 
fifth in the index of total home-buying plans. 
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Slack demand for single dwellings was also evident in 
the divergence of starts of one-family homes and of 
apartment buildings. Starts of one-family homes were 
more than one tenth below a year ago in the first five 
months of 1961, in contrast to a one-fourth year-to-year 
hike in starts of houses for three or more families. The 
backlog of demand for single homes seems drained to 
some extent by the apparent desire of more families to 
live in apartments. 

Furniture plans were off a little between April-May 
and June—July, in contrast to their stability between the 
same periods last year. The weakness of furniture plans 
was probably related to the lack of vigor in home- 
buying plans. 

After April—May, floor-covering plans declined about 
the same as last year and were still close to the year-ago 
rate. Plans specifying carpet, linoleum, and tile, how- — 
ever, were considerably fewer. 

Plans for home improvements also dipped after — 
April-May, but the decrease was less sharp than in the ~ 
same month of 1960, and the year-to-year gap narrowed ~ 
to 8%. Plans for construction of a patio and swimming — 
pool, additions to the house, landscaping, and general — 
repair, however, were more numerous than a year earlier — 
in June-July, 1961. 


SOME APPLIANCE PLANS RISE 


Trends in appliance buying plans turned mixed be- — 
tween April-May and June-July. While intentions in ~ 
most categories were reported as frequently, and insome ~ 
instances more often than in the previous months, ~ 


Used-car Plans Above Year Ago 


Plans to buy used automobiles within the next six months 
Two-month moving average; index numbers: January—-December, 1959 = 100 
Sources: Sindlinger & Company; The Conference Board 
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New-auto Plans Gain in South and West 


Percentage change in plans to buy new automobile within the next six months 
Sources: Sindlinger & Company; The Conference Board 
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planning rates remained below their 1960 levels for 
most items, except for air conditioners and dishwashers. 
The seasonal rise for clothes dryers and television sets 
was about as great as last year. 


EAST AND SOUTH SHOW GAINS 


For the second quarter of 1961, used automobiles and 
air conditioners were the only consumer items to show 
year-to-year advances. Used-automobile plans showed 
especially sharp gains in the Midwest. Air conditioners 
moved up in popularity especially in the West. 

While used-automobile plans surged in the Midwest, 
new-car plans were cut back by 18%. This shift from 
new to used was the main factor in the 5% decline of 

-nhew-automobile plans for the total United States. New- 
car plans increased in the South and changed little in 

the East and West. 

Easterners reported many more plans to buy homes, 
dishwashers, dryers, and vacuum cleaners, and plans to 
improve homes and buy floor coverings, furniture, and 
freezers also rose. 

In the South, plans for used homes, floor coverings, 
air conditioners, freezers, and vacuum cleaners were 

considerably higher than last year. Southern plans for 
hew automobiles and home improvements registered 

smaller increases. 

_ Consumers in the Midwest and West had fewer plans 
to buy homes, home furnishings, and appliances (with 
the exception of air conditioners) ; their used-automobile 
plans, however, gained considerably. New automobiles 
gained slightly in the West, but declined in the Mid- 
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west. Gains in Southern plans from the first quarter 
were impressive. There was a steep seasonal advance for 
new automobiles, home improvements, floor coverings, 
and most appliances. Plans for new homes posted a 
small rise. 

Eastern plans showed less improvement. However, 
used homes, home improvements, and one third of the 


Table 4: Attitudes toward Purchasing Automobiles and Homes 
In per cent of household heads 
1960 1961 
Jan— Mar.— May- July- Sept— Nov.— Jan— Mar.— May- 
Feb. Apr. June Aug. Oct. Dec. Feb. Apr. June 
Automobiles 


Good time to buy 37 38 38 40 45 35 39 45 46 
Baditinefobuy,. 60° 27° 28 26 927.) #33" 935 | 29 eezo 


Conditional. .... 10 11 10 9 9 1] 7 6 6 

Othe! eras. 24 25 ey 23 21 22 20 20 22 

MONG Set hehe 100 100 100 100 100 100 100 100 100 
Homes 


Good time to buy 46 46 44 45 43 40 4) 44 49 
Baditimetolbuyee #28 a e290 e29 3030)" 32 50n35, eco o4eeeeo 


Conditional..... 5 4 4 5 5 ey 5 6 6 
Other! so. sc. 22 22 23 22 21 20 17 15 16 
Totals pers 100 100 100 100 100 100 100 100 100 


1|ncludes no opinion and not determined 
Details will not necessarily add to totals because of rounding 
Sources: Sindlinger & Company; The Conference Board 


Home Buying Plans Weak 


Plans to buy homes within the next six months. Includes plans specifying new homes, used 
homes, and uncertain as to which kind 


Two-month moving average; index numbers: January—-December, 1959= 100 
Sources: Sindlinger & Company; The Conference Board 
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appliance categories gained. Plans in the West were 
higher only for new automobiles, existing homes, and air 
conditioners. Midwestern plans advanced for used auto- 
mobiles, air conditioners, and dishwashers. 


HIGH-INCOME HOUSEHOLDS CAUTIOUS 


Households with income of under $5,000 have in- 
creased their buying plans for new automobiles nearly a 
fifth as compared with the previous quarter, and a 
fourth relative to the year-ago quarter. Plans in the 
middle-income groups gained from the previous quar- 
ters, but fell from a year ago. In contrast, households in 
the $10,000-and-over income group cut their new-car 
plans compared with both previous and year-ago 
quarters. 

The slackening of gains in stock market prices in the 
second quarter coincided with diminished desires among 
top-income households to purchase new automobiles. 
The relationship between stock market performance 
and new-automobile plans of households with income of 
$10,000 and over has been discussed in previous articles. 
No such relationship was found, however, in plans of 
other income groups, since changes in stock market 
values seem to be a negligible factor in the financial 


Table 5: Plans for Home Improvements 
Index numbers: January—December, 1959 = 100 


July- Sept-— Nov— Jan— Mar— May-  June— 
Aug. Oct. Dec. Feb. Apr. June July 


General Repairs 


T9S9=1960)) oo... acd HOF 84 93 106 104 8] 
T960-T96T non 69 87 99 71 84 91 87 
Modernizing 
ETOSS=1960. 2 5 creer 94 104 98 104 10] 90 91 
T9GO=19GT 2 sists wale 92 89 90 86 88 67 61 


Painting, Papering 


TOS9=1960 7 os ci5- 89 80 vA) 94 118 108 98 
B9OG-196N asa ar 88 75 73 84 98 §=103 94 


Additions to House 


Leet Mele, OF seit. aie 79 <a -L) 97 84 89 8s 
TOGO ANGON se a's ails |» 80 82 72 97 108s) 102 93 


Garage, Roof 
19501960 ee. 92" 972 89-7110) OO som 0Z 
1960-196] ....... 98 107 81 78 114 126 99 


Landscaping, Patio, 
Swimming Pool 


TOS P=) 9008 - Fiver. 3 102 60 71 126 148 130 82 
TOG TRO Tre ae 3 69 84 72 71 87. 1395) 1Ot 


Sources: Sindlinger & Company; The Conference Board 
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situation of households having income of less than 
$10,000. 

Another sign of a more favorable buying disposition 
among lower-income families: An increase in used- 
automobile buying plans compared with the second 
quarter of 1960 was centered in households with less 
than $7,500 income. A similar pattern was evident in 
home buying plans, which declined among all house- 
holds; but plans among households with less than $7,500 
declined less than plans among higher-income groups. 
Changes in appliance plans were also more favorable 
among lower-income households. 

The gain in air-conditioner plans was the result of 
advances among households with less than $7,500 in- 


Table 6: Floor-covering Plans 
Index numbers: January—December, 1959 = 100 


July-  Sept-— Nov— Jan— Mar— May—  June— 
Aug. Oct. Dec. Feb. Apr. June July 
Carpet 
TOS WRE Seaxtetcisiess's 98 103 98 105 10] 87 80 
T96O). csc, ae les 88 102 96 94 65 52 55 
Linoleum 
1959 ii sonistetatene 87 98 105 101 91 87 90 
V9GQ’. 5 a area 5 oka erns 91 93 67 123 101 67 60 
Tile 
VOSD oaisiwitee seers 10] 97 96 96 110 85 83 


EDGO) Seder «5atenctceieye 87 104 TO NATO aD 81 72 


Sources: Sindlinger & Company; The Conference Board 


Table 7: Relative Automobile Buying Plan Rates, by Income 


Buying plan rates for all households in each period = 1.00 


Household Under $5,000 $5,000-$7,499  $7,500-$9,999 $10,000 and Over 
Income 1960 1961 1960 1961 1960 1961 1960 1961 
Plans to Buy 
NEW AUTOMOBILES 
Die cvacteteretal eyete ate 145 148 NGG 84 1.75 1.61 2534573224 
has pe ietae sate 29 oe. tO} 86 1.81 1.72 3.40 28 
(Leuireet cate tee 5c .42 1.07 1.62 2.91 
Lh Aen AA RS ho ae 41 1.03 1.70 3.01 
V Gan a)...c0y Ante mee 42 1.07 s2 2.91 
USED AUTOMOBILES 
Licence .83 93 1.16 1.13 1.16 1.31 1.15 860i 
Narn A or 81 83 O51 VAT) 127, 136 ee : 
tO Saat cree Sea 78 1.19 1.24 1.23 
VAS chee emer BAS: 1.18 1.30 1.36 
MEGP oe « drantoeraik te 80 1.13 1.29 ifr’ 


The relative rates are percentages of automobile buying plans in households of varying 
income size, divided by the percentages of such buying plans reported by all households. They 
indicate how many times the planning rate within any income class is above or below the aver- 
age rate of plans in each period i 


Sources: Sindlinger & Company; The Conference Board 
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Table 8: Regional Plans To Buy Automobiles, Homes, and Appliances within Six Months 
Index numbers: January through December, 1959 = 100 


1959 
(ll IV 
Automobiles 
New Automobiles 
United States........ 98 107 106 
oo). Se 98 120 98 
ES ee re 100 105 114 
lly ace St ere 104 98 101 
Oo 2 83 107 109 
Jsed automobiles 
United States........ 91 B71 OT 
SC gg GR eee 89 8691 84 
BOMIVOS ee cteniek zo: fas: 0 91 88 113 
_ciiis.c ae 84 5 86P TV }8 
OSM eg Ben ee 104 75 80 
Total automobiles! 
United States........ 95 99 102 
US) oe 96 107 90 
BRIGWESE So ccs. x, 8's aa 8 94 #99 +112 
6 aie ae Oe Cce 94s | 107 
OES are 02m 93 “92 
Homes 
New Homes 
United States........ 109 84 105 
ETD ne eee 119 92 124 
IES 101 7a LS: 
MTOM Pets ieee Sass «0 ize 89.) 117 
URES gos ae ri 106" 78 53 
Used homes 
United States. ....... 98 84 107 
Nt ae Ol, HOF: 85 
BPPEEUOSH re eh. sey 5. ato 98 7a. N27. 
cities oleae 95°F 72! 102 
Chere messes 5 he.s 108 89 102 
Total homes! 
United States........ 102. 86 104 
Sg) er Sea 106 99 #101 
WHOWest. nae ww ee 9576 120 
“NOT pios oe LOS mee Oe aenie 
C030 A ne 104 8] 72 


Home Improvements and Accessories 


Floor covering 


United States........ 99 
et ee ee 98 
INAIIWOESHe ois cs ails sa 97 
11] lye ee 104 
ES Cn a 99 
Furniture 
United States... ..2+.. 98 
‘S30. qe eee ee 94 
POAMOS sais. gece stoi 93 
eG’ ere 10] 
ATT er er 2 112 
Home improvements 
United States........ 94 
cod) a ee 93 
Midwest........... 94 
C00 90 
VUE a eee 102 


SEPTEMBER, 1961 


97 
103 
92 
99 
92 


84 


100 
112 
99 
106 
Te 


97 
102 
100 

98 

81 


107 
96 
111 
98 
127 


1960 

Il Mt 

hI2) 59 
MZ, 52 
105. 45 
114 (65 
112.297 
76 «81 
38 8676 
53 83 
104 81 
125 84 
68 85 
61 8695 
74 «96 
60 64 
75 ~=—«68 
78 90 
58 4679 
84 88 
82 106 
78 80 
81 = 93 
6l 4.75 
8 91 
97 131 
10.43 
87 95 
60 73 
107 114 
96 +103 
80 83 
81 89 
7278 
6! 86 
OO 92 
125 178 
84 111 
88 138 
81 8699 
83 110 
82. 95 
86 85 
82 89 
88 94 
90 86 
80 64 


53 
69 
39 
54 
57 


84 
91 
96 
80 
64 


83 
83 
96 
63 
76 


79 
92 
83 
78 
62 


84 
83 
82 
105 
65 


88 
81 
88 
102 
76 


101 
106 

76 
136 
107 


95 
114 
70 
143 
64 


79 
78 
96 
68 
68 


1961 

| i 
90 125 
112 118 
94 116 
107 133 : 
22 147 
The S73) 
72 A102 
47 = 48 
65) 07; 
105. 78 
68 50 
100 68 
67 44 
47 54 
47 35 
TO 72 
102. 60 
pop yA 
68 Iii 
57) 857 
63 SO 
S927 
52 43 
79 = 85 
67 49 
76 «668 
81 44 
81s 8&3 
65 «61 
145 172 
83 8664 
94 59 
68 44 
02, 97, 
123% 7 a2 
86 «73 
71 +108 
80 37 
95 113 
107 52 
7B eo) 
94 60 
TT eOe 
74 ~=«281 
59 = 39 


Factors to convert previously published index numbers to 1959 base are available upon 


1960 1961 1959 
I it} iH] i IV 
Appliances 
Air conditioner 
109 101 105 101 104 United States........ 85 59 128 
TOS) 95101 TS, 104 EGstireik ioe tte tins 102 58 125 
110 103 103 91 90 MID WeSlis cad sat ete 66 78 139 
106 104 104 95 113 SOUM Ee ah et c.arcisreners 91 643 «116 
118 102 114 108 120 Westone cnchathes a. <h2s-vaie T3i5 730 AZ 
Dishwasher 
86 89 92 108 98 United States........ 109 100 105 
77 O04 80 119° 86 GSO Sue ccrttiasuaneie aiatsrore 113, 90796 
BOun 75, 002 1107) “110 Midwesk. « +. a/e.2 6 sare 6 EES) ae ez 
TOMTOSIO lI ETIOU. 98 SOOM ve otter 96 129 135 
87 84 77 107 "68 Wastin, Wee as hie ots 111 97.7 70 
Dryer 
98 96 100 102 100 United States........ 97 110) +100 
93 92 93 «+112 94 GSH Rites le tabine Sireleiey suai 02) Boe ILO 
97 92 99 92 97 Mid WGSE ss ccc. tova > Ses esate 94 108 42112 
103 104 111 100 108 SOUTH tte reload euatyeente 107. 10] 79 
101 95 94 106 107 Wreestind iidiaa cere ee 99 «+2114 80 
Freezer 
United States........ LOZ, © OOM 1895; 
East.) ds edhe woe 91 78 143 
77 71 74 78 68 Midwest seh tyie eg tee) Soke 102 1] 1 105 
71 80 84 98 78 South © sue wieip. a wud ate 1 13 105 82 
TR TOUREEL TE. BS Westin erate netint & 125 VR96) «52. 
O2UENOS 2:79) 883 85 Range 
IEEE TER ISS 9D United States........ 103 85 (113 
East. ties cantoptee rr et 96: 94 shi2 
B84 88 §89 84 BA MidWest «cc <0. es fo Ligue oehLO 
TT TAT ON 104 SUMMA. 2 er lovee Mantes 101 92 142 
RAAT OG MGT OT Weesta its genie cnte pik 96 70 88 
90 104 66 10! 96 Refri 
efrigerator 
SOTA OS 24H 79 United States. -.... 111 92 (110 
Fastin secteur ee 110 89 107 
82 79 82 83 78 Midwest. 5 435% .«.«w eas 111 93 =#+116 
72 80 85 105 92 South; Tiss A tatee hes PLE WOE 130 
86 77 87 74 64 Wrestiitictobnaaisttrennbaeys 113 74 75 
omer ia ee Television set 
OP) aE sh A UniteckStates..s s0aeiershs 112 fey 52,0) 
Poste 0s inveapats. «eae LiF “80 106 
Midwest: 9.2utie ws 105.88 83 
SOU icaauce a ecient LIS.) 296 98 
90 89 QI 94 87 Wesf:. tc.ccocsmens. i287" "63 
90 82 84 104 94 
99 88 #904 90 79 Vacuum cleaner 
92 109 101 96 112 United States........ 104 102 122 
81 81 88 80 64 EGSh) 9 perth s Xia Wo aaa bee 110 = 84_—s «1:25, 
MidWeshs th, ck lope) ee Soe 
SOUP hina sts, se Sets 115 109 120 
BE 0 98 77 78 CEL pains ts, HZelOVe 12T 
80% 5163, 92 83’ “83 
95 86 85 66 66 Washing machine 
OO Wh2) 09) “92. BF United States. ....... 104. 94 108 
G3) 479), 88 71 64 OSH: os pera ate ah ge 101 99 #113 
Midwest fn eam nes LOSS 95S 142 
SOUHT. 3 0 ta.s ene area 100 96 QI 
104) BBO > eee (BS) 08 Wess) cide weer 112 83 68 
92) 79 72 86 98 
LOS 87> 7.70 4779-9" 74 Vere 
1 EO) Bite | 87a WOR RTT. 1Includes buying plans specifying either new or used, uncertain as to which kind 
105» (90! 99.703 99. 


Sources: Sindlinger & Company; The Conference Board 
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come. Households with less than $5,000 income also 
indicated more plans for freezers and television sets, 
while dishwasher plans gained among those with income 
of $5,000-$7,499. Among households with more than 
$7,500 yearly income, the only advance was for refriger- 
ators. 

The extent of the decline in most appliance categories 
was larger among households with more than $7,500 
income than among those with less income. The weak- 
ness in furniture plans, however, was approximately 
across-the-board. Floor-covering plans showed gains 
only among households with $7,500—$9,999 income. 


VACATION PLANS CLIMB 


Vacation plans were over 20% more numerous in the 
second quarter of 1961 than a year earlier. The advance 
was the largest among plans that specified a destination 
close to home. But plans to travel to faraway states and 
to Europe gained more than 30%. Intentions to go to 
Canada and other foreign points dwindled. While the 
pattern of gains in domestic travel plans was well 
developed by May, the advance in European plans arose 
suddenly in June. Perhaps increasing evidence of eco- 
nomic recovery has caused a resurgence in these plans, 
which may point to travel gains after the summer of 
1961. 

Plans specifying every mode of transportation, with 
the exception of ship plans, were also greater in the 
second quarter of 1961 than in the corresponding 
quarter last year. Since the largest increase was in plans 
for near-by travel, it is not surprising that bus plans 
gained the most. The increase in automobile plans was 


Table 9: Vacation Plans, Destination, and Mode of Travel 
Index numbers: January through December, 1959 = 100 


Plans To Take a Vacation 1960 


Within One Year | i il IV | ll 
AllsPlonstct: Howe eee te 106) 107 =°96,, 292 S106 maa eG 
Destination 
In State or Neighboring States. 95 131 112 80 129 202 
OthertSiatests scent eer 107 99 90 04 «TOD RRTSZ 
Canada ne ser. ses aoe 106 +118 96 93 78 71 
EWUPOPG iis... stociers anal taecte sinters 12 76 78 74 65 100 
Outside United States except 

Canada and Europe....... 118 84 88 85 69 61 
Transportation Planned 
for Vacation 
Automobiles \ occ iressae 08 107 ie 96 02) antl 134 
Railroadiaat. ayers gitee oc ‘om 8S 97 88 91 TZ Ath 
Airplanes '2.. kits: =: atoe SOE 117 85 109 84 87 98 
BUS s ..ctbera siete le ane 8] 83 93 85 104 140 
SHH ie acontehors ahctatous aie eteneeers 81 116 88 79 ~~ +109 49 


1!ncludes Don't Know Where,” "Don’t Know Mode of Transportation,” and “Not De- 
termined” 
Sources: Sindlinger & Company; The Conference Board 


close to that for all vacation plans. Indeed both automo- 


bile and bus plans were higher than at any time in 1959 — 


or 1960. 
Intentions to fly to vacation points advanced 15%, 


and even railroad plans, which were declining previously, — 


also rose slightly. Thus it seems that, while purchase 
planning for durable goods is still slow, the earlier 
caution in vacation planning has been relaxed. 


The distribution of vacation plans within and be- 


Table 10: Percentage Distribution of Vacation Plans by Income, April-May-June, 1961 


A. Within income groups 


B. Among income groups 


$5,000 $7,500 $10,000 $5,000 $7,500 $10,000 
Total Under to to and Total Under to to and 

NSE $5,000 $7,499 $9,999 Over UES: $5,000 $7,499 $9,999 Over 
Household heads... ses. «06am cece 100 100 100 100 100 100 47 30 14 10 
Rlansawithiniyeann ce ics sien ire 41.6 29.1 46.4 S7a1 65.1 100 33 33 19 16 

: DESTINATION 
In state or neighboring state........ WARY 12.9 20.7 23.4 21.6 100 34 35 18 12 
Oth ehastal Osis eres eusrs.cee ust 2 eee 18.3 12.4 19.4 26.2 SHR 100 31 32 19 18 
(Seilore le ate RCS Ue Oe On7, 0.4 0.7 isi 1.4 100 26 32 22 20 
EOLOD Cepia acre oF cab  etcleltns cote 0.4 0.3 @2 0.2 US) 100 37 14 7 42 
OR St ORCIG cteic.e's. Slavs, elarese ects ie 0.4 0.3 0.3 0.4 he? 100 36 21 13 31 
INohiefenmined ae. cwield aster is ee 4.3 2.9 5.0 5.8 Tins 100 ii 35 18 17 
MODE OF TRANSPORTATION 

PAULOMORI Ghia parser ews a\aditare 4 screed Bove 21.4 39.8 49.3 47.3 100 30 36 20 14 
REMI O eae aeMovsy5ie) isis (al disieuers Gkene 2 1.6 1.8 few 1.6 1.9 100 51 23 13 12 
AUDIGH Gea ciiteleiaitein weisterem se nare 25 1.6 1.9 pdf} 8.2 100 30 23 14 33 
BUSI TRE ls o.0 secon ae sina 1h] ides} 1.0 0.5 0.4 100 64 26 6 4 
INoficletenniiie dia cur soveun y-cxcie sina spe 2.8 2.6 ne 7.3 100 40 oa 14 23 


Sources: Sindlinger & Company; The Conference Board 
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New Passenger-car Registrations, Forecasted and Actual 


Millions of cars 
Six-month moving totals at annual rate 
Sources: Commerce Department; Sindlinger & Company; The Conference Board 
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FORECAST 


1960 


tween income groups for the second quarter shows that 
the frequency of most vacation plans increases with 
income. However, no step-up in plans occurred among 
the income groups under $10,000 for Mexican, Euro- 
pean, and other overseas destinations. Plans to use the 
bus for vacation travel are inversely related to income: 
bus plans were most frequent among households with 
annual income of less than $5,000 and least frequent in 
the top-income group. No clear income effect was 
evident in railroad travel plans. However, intentions to 
use airplanes for vacation trips were clearly influenced 
by income, and the relative importance of the airplane, 
as compared with bus and railroad, also increased with 
income. Households with income of $7,500 and over had 
more plans for air travel than for train and bus combined. 


NEW-CAR REGISTRATIONS 


Previous reports on this survey have indicated the 
close agreement that exists between year-to-year per- 
centage changes in new-automobile buying plans and 
similar comparisons in subsequent new passenger-car 
registrations. Changes in buying plans were useful in 
indicating changes in registrations during the ensuing 
six months, as demonstrated for sixteen of the available 
nineteen test periods. 

As an example of these tests, it was noted in The 
Business Record for June, 1961, that government data 
showed 2,882,000 new passenger-car registrations be- 
tween September, 1960, and February, 1961; this was 


' 4% more than the 2,772,000 cars registered in the corre- 
_ sponding year-earlier period. THz CONFERENCE Boarp’s 


buying plans index at the beginning of the six-month 


SEPTEMBER, 1961 


1961 


Table 11: New Passenger-car Registrations 


Forecasted 
Year-to-year 
Six Months Registrations Per Cent 
Period (Thousands Change in 
Ending of Cars) Registrations 
1958 1958 to 1959 
AUGUS! teed x ere tote 2,424 +38 
1959 1959 to 1960 
January's. oc a. - 2975, +27 
February. «2. so 2,328 +15 
Matchtina.sacein. 2,508 + 8 
Aprihs yon nase 2,760 +10 
Mays ace eters os 3,007 +21 
UUN@ ai; cone tnets 3,081 +30 
TUWier techie eaaye 3,226 +22 
August ce see 3,335 +12 
September...... 3,296 + 5 
October anna pO) + 2 
November...... 3,100 + 6 
December...... 2,945 + 6 
1960 1960 to 1961 
January’. «56%. 2,810 (0) 
Febrlarye. orn 2,772 + 3 
Marchi. coertacin tt 2,911 + 5 
Aprile aaa 3,025 — 2 
May vrais teeter. 3,245 — 4 
GUNG ise dale vase ue 3,411 —-9 
OLY ienevsuousr= oie tans 3,528 — 8 
AUQUSI. sds cate arene 3,559 + 1 
September...... 3,421 — | 
Octobery cis.citer vs 3,321 — 3 
November. ..... 3,217 — 6 
December...... 3,165 — 2 


Forecasted 
Registrations Registrations 
(Thousands (Thousands 


of Cars) of Cars) 
1959 1959 1 
3,345 3,335 
1960 1960 
2,889 2,810 
2,677 272 
2,709 2,911 
3,036 3,025 
3,638 3,245 
4,005 3,411 
3,936 3,528 
3,735 3,559 
3,461 3,421 
3,320 3,32] 
3,286 3,217 
3,122 3,165 
196] 1961 
2,810 3,032 
2,855 2,882 
3,057 2,903 
2,965 2,855 
3,115 2,859 
3,104 2,888 
3,246 
3,595 
3,387 
3,221 
3,024 
3,102 


— 


Year-to-year 
Per Cent 
Change in 

Registrations 


958 to 1959 
+38 
1959 to 1960 


Sources: Sindlinger & Company; Department of Commerce; The Conference Board 
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period stood at 102, 3% higher than a year earlier; that 
is, the survey forecasted a 3% gain for the six months 
ending in February, 1961. 

In the present progress report, percentage changes in 
buying plans are used to forecast registration data. 
There were 3,411,000 cars registered in the first half 
of 1960, according to the Department of Commerce. 
The year-to-year percentage change in new passenger- 
car registrations for the first half of 1961, as fore- 
shadowed by new-automobile buying plans, was —9%, 
calling for 3,104,000 registrations. The decline in regis- 
trations was correctly forecasted, but the extent of the 
actual dip was 15% and the number of cars registered 
was 2,888,000. 

Underlying the use of changes in consumer plans for 
forecasting is the assumption that they indicate a pro- 
portionate change not only in planned purchases but in 
all purchases, planned and unplanned. Changes in plans 
are supposed to indicate changes in the general pur- 
chasing mood and environment. 

This assumption cannot correspond fully with real 
conditions in the automobile market, however, since not 
all passenger cars are purchased by householders.! 
Changes in purchases by business users, for example, 
may have an entirely different time pattern. Under the 
circumstances the closeness of forecasted and actual 
registrations is remarkable. 


Martin R. GAaInsBRuGH 
FRED STEVENSON 
Assisted by 

CHARLES FRIEDMAN 


1 According to national income estimates, 83% of total purchases of 
new passenger automobiles represent expenditures for personal 
consumption 
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Single reprints of this article are available to Associates on request and 
without charge. Prices for quantities will be furnished upon request 


Announcements of 


Mergers and Acquisitions 
December 11, 1960—January 10, 1961! 


[continued from ‘August issue] 


Acquirer 


‘s & Acquired Unit 
Description and Assets in Millions 


Description and Assets in Millions 


Amerie! Machine & Foundry Co. |} Paragon Electric Co. ($2.7) 
($327.2) Timing devices mfr. 
Bewclat automatic and semiautomatic 
machinery for diversified industries 


Acquirer y 
Description and Assets in Millions 


Automatic Food Systems, Inc. (n.a.) 


Avis Industrial Corp. ($3.3) , 
Automotive and electrical equipment 
and padlocks mfr. 


Avnet Electronics Corp. ($3.4) 
Electrical connectors mfr.; electrical 
and electronic components distributor 

Bell & Howell Co. ($54.0) 

Precision made photographic, optical, 
and electronic equipment mfr, 

Best & Co., Inc. ($29.5) 

Women’s and children’s specialty 
store chain operator 


Billups Eastern Petroleum Co. ($9.8) 
Gasoline and oil products, automo- 
bile accessories, etc., distributor 


Black-Clawson Co. ($26.8) 
Pulp and paper mill equipment mfr. 


Bobbs-Merrill Co., Inc. 
(Sub. of Howard W. Sams & Co.) 


($6.7) 
Book publisher 
Broadway-Hale Stores, Inc. ($97.2) 
Department store operator 
Brunswick Corp. ($354.0) 
Bowling, educational equipment, and 


aircraft components mfr.; hospital 
and medical supplies distributor 


Buckeye Corp. ($25.2) 
Poultry equipment, sporting goods, 
and furniture mfr.; television com- 
mercials and films producer and dis- 
tributor 

Burtek, Inc. (n.a.) 
Technical training devices mfr. 


California Eastern Aviation, Inc.($24.9) 
Electronic and electromechanical in- 
struments and equipment mfr.; air- 
craft and related items agency and 
brokerage operator 

Cetron Electronic Corp. ($2.0) 

Special purpose electronic tubes for 
industrial and military use mfr. 

Chemetron Corp. ($118.8) 

Chemicals, gas, and industrial prod- 
ucts mfr. 

Chesebrough-Pond’s Inc. ($39.8) 
Petroleum jellies, cosmetics, cough 
syrup, etc., mfr. 

Mary Chess, Ine. (n.a.) 

Cosmetics and fragrances mfr. and 
distributor 

Cleveland Builders Supply Co. ($7.9) 
Brick, concrete products, etc., mfr. 
and distributor 


Coast-to-Coast Stores Central Organ- 
ization, Inc. (n.a.) 
Hardware and appliance products 
wholesaler 


The Coca-Cola Co. ($308.7) 
Carbonated beverage mfr. 


Continental Industries, Inc. ($19.6) 


Acquired Unit 
Description and Assets in Millions 


ee Kafe of Philadelphia, Inc. (over 


i) 
* iiliate of Rudd-Melikian, Inc.) 
Norman Vending (n.a.) 


Industrial Vendors, Inc. (over $.3)* 
Hot beverage vending machines mfr. 
Kwik Kafe of Berks Co., Inc. (n.a.) 
Berks Auto Vending, Inc. (n.a.) 
Kwik Kafe of Reading (n.a.) 
Kwik Kafe of Allentown, Inc. (n.a.) 
Quick Coffee Corp. (n.a.) 
Mackworth G. Rees Co. ($.7) 
(99.9% of the outstanding stock a 
Electrical switches, welding cables, 
and electrical controls mfr. 
British Industries, Inc. ($3.6) 
High fidelity and stereophonic equip- 
ment marketer 


Russell Ernest Baum, Inc. (over $.3)* 
Folding machines mfr. 


The Grand Apparel Co. (Milwaukee, 
Wis.) (n.a.) 
Women’s and children’s apparel stores 
operator 


Petroleum Distributors, Inc. 
(Assets of) (n.a.) 


Blaw-Knox Co. ; 
(Plastic extruder business of Aetna- 
Standard div. of) (n.a.) 
High pressure extruders mfr. 

Liberal Arts Press, Inc. (n.a.) 
Academic paperback books publisher 


Marston Co. (n.a.) 
Department store operator 


Roehr Products Co., Inc 
(Business and substantial all assets 
of) (n.a.) 
Disposable hypodermic needles and 
syringes mfr. 

123 Corp. (n.a.) 
(Affiliate of Da Vinci Inc.) 


Concord Control, Inc. (n.a.) 
(Purchased from Giddings & Lewis 
Machine Tool Co.) 


Automation Controls Corp. (n.a.) 


Scientific Optical Corp. (n.a.) 

Optical components, lenses, prisms, 
and mirrors mfr. 

Northwest Chemical Co. (over $.5)* 
Chemicals for the metal working in- 
dustry producer 

Northam Warren Corp. ($9.2) 
Cosmetics mfr. and distributor 


Parfums Lucien LeLong, Ince. (n.a.) 
Perfume and cosmetics mfr, 


Archer-Daniels-Midland Co. 
(Wyolite diy. of) (n.a.) 
Plaster, concrete, and insulation ma- 
terials mfr. 


Janney Semple Hill & Co. 
(S & Q Hardware Store div. of) (n.a.) 
Hardware and appliance products 
wholesaler 

Minute Maid Corp. ($80.6) 
Frozen concentrated citrus juices, 
instant coffee, canned unfrozen fruit 
drinks, etc., producer; orange groves 
operator 


Apco, Ine. (n.a 


= 
4 
3 
. 
z 
| 
. 
a 


) 
Cigarette, coffee, soft drink, and hot Goa of U. S. Hoffman Machinery — 
food vending machines mfr. Cor o 
Soft drink, coffee, and popcorn vend- ~ 
ing machines mfr. t 


mfr, 
American Mfg. Co., Inc. (Del.) ($24.9) 
Ropes, industrial scales and timers, 


nel processing equipment, etc., 
mfr 


Century Investors, Inc. ($1.8) 
Investment and underwriting firm 


ce NN Aas se SN 


[continued on page 51] 


1See The Conference Board Business Record, November, 1957 and July, 1960, 4 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


* Estimated minimum capital from Thomas’ Register of American Manufac- 
turers, 1960 


Webster Investors, Inc. ($6.4) 
Investment firm 

Alpha Beta Food Markets, Inc, ($19.1) 
Grocery chain, meat packing plant, 
and delicatessen kitchen operator 


American Stores Co, ($160.3) 
Grocery store chain operator 
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Survey of Business Opinion and Experience 


Corporate Directors and Business Ethics 


Boarps of directors should ensure that their com- 
“panies are consistently managed within the law and 
according to ethical business practices. This is the view 

of most of the top management spokesmen for the 130 
manufacturing companies participating in this month’s 
survey of business opinion and experience. However, 
some of these executives believe that should the board 
delve too deeply into the company’s operations, it would 
‘accept a responsibility that it is not in a position to 
fulfil. Outside directors simply do not have the time to 
involve themselves in the company’s day-to-day ac- 
_tions, these executives point out, and the board’s proper 
concern should be with the formulation of over-all policy 
regarding the company’s legal and ethical posture. In 

this respect, the great majority of executives surveyed 
indicate that their boards are already doing all that 
should be done to safeguard their companies from 
unethical or illegal activities on the part of employees. 


| BREADTH OF RESPONSIBILITY 

The actions that most of the cooperating executives 
believe boards should take to fulfil their responsibility 
as trustees for the interests of shareholders are conveyed 
in the suggestions of the president of a construction 
materials company: 


; 


a. “Most importantly, boards can and should exercise 
great care in selecting management personnel to ensure 

that desired integrity and a sense of moral values is 
evident 

b. “Boards can and should set policies for management 
which, if followed, will ensure that their companies are 
consistently managed within the law and according to 
ethical business practices 

c. “Boards should review ona regular basis current opera- 
tions, problems and practices. Board committees should 
be used to work with management on special problems 
and to promote active compliance with policies 

d. “Internal and external auditors can and should be 
utilized in determining whether policies are being ad- 
hered to, especially in the area of government require- 
ments and laws. These auditors should report to an 
active audit committee of the board.” 


| The Ethical Man 


It is the opinion of many executives that the best 
| protection that the board of directors can provide 
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against illegal and unethical practices is to employ 
officers of proven honesty and integrity. Voicing the 
opinion of a number of executives, one company presi- 
dent says that “good management deserves the con- 
fidence of the board—bad management should be fired.” 
Several manufacturers suggest that executives with 
“built-in principles” serve to assure board members that 
serious problems in the legal-ethical area will not arise. 
In the words of an oil company president: “Men of 
integrity and intelligence have no difficulties managing 
a business within the law and according to ethical 
business practices.” Furthermore, several respondents 
point out that top management determines the general 
ethical tone of the company, setting an example for 
subordinates that sifts down through all levels of the 
organization. 

Directors, too, are said to serve as ethical guide posts 
for the company. As one vice-president puts it: “In the 
fairly close relationship which exists between a board of 
directors and top management, inevitably the manage- 
ment group is aware of and accepts the philosophies of 
the board and is in a position to know what is or what 
is not acceptable to the directors.”’ For this reason, 
another vice-president says, “directors as individuals 
should make certain that their own business relations 
are conducted on a strictly ethical basis and that they 
do not take advantage of their position as a board 
member for personal gain.” 


Formulating Policy 


Many executives express the belief that it is a func- 
tion of the board to formulate or oversee the establish- 
ment of company policies that require adherence to the 
law and to ethical business practices. While several such 
respondents consider it sufficient for the directors to “let 
management know” the board’s position on these mat- 
ters, most of them regard written policy statements as 
being preferable. A formal policy, they point out, is 
readily disseminated and provides assurance that the 
board’s attitude toward business ethics and compliance 
with the law is known throughout the organization. 


Overseeing Operations 


Directors have an obligation to acquire firsthand 
familiarity with the affairs of the company and the 
management which runs it, many of the executives 
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surveyed suggest. As one of these executives, the presi- 
dent of an auto parts company, explains: 


“Safeguards on ethics and compliance with price-fixing 
regulations are not so easy to set up as accounting checks 
which control malfeasance and theft. The reason for this 
probably is that there is no bookkeeping on ethics, and 
price fixing is generally conducted sub rosa, without any 
written data that can be reviewed. Therefore, directors 
must have faith in the integrity of management and must 
become almost as familiar with the operation of the busi- 
ness as are the officers to ascertain whether business is 
being conducted properly.” 


In smaller companies or companies with predomi- 
nantly “inside” boards, directors reportedly have little 
difficulty in becoming conversant. with management 
practices. In contrast, the boards of large companies 
composed primarily of “outside” directors who are not 
close to company operations have found it desirable to 
query management about the manner in which business 
is conducted, particularly in those areas that have 
proved troublesome to other companies. In a few com- 
panies the question of ethical practices is reviewed on a 
regular basis at board meetings, with top executives, and 
with key employees. In connection with such inquiries 
and reviews by the board, the senior vice-president of a 
metal stamping makes the following observation: 


“Ethical business practices today seem to be stretched a 
bit in some cases and | believe that all directors should con- 
stantly be on the alert and question the management of 
their corporations with regard to any illegal practice which 
may be publicized concerning the activities of other com- 
panies. In other words, | believe all directors should be 
practical skeptics.” 


The need for such skepticism on the part of directors 
is not, however, always linked to reported difficulties of 
other companies. As the president of an appliance com- 
pany notes: “‘An alert board of directors that is closely 
following company operations will find occasional areas 
where additional questioning and review may be 
appropriate.” 

On such occasions, several respondents report that the 
general counsel, in his double capacity as board member 
and attorney, fulfils the important role of constant 
adviser to the board on matters concerning legal or 
ethical questions. 


CONFLICTS OF INTEREST 
With few exceptions, cooperating executives consider 
conflicts of interest to be the principal ethical question 
of concern to their boards. An earlier Conference Board 
survey published in the November, 1960, Business 
Record showed that one in ten of the 195 manufacturing 
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companies surveyed had a written policy statement on 
this subject. In contrast, about one company in three 
participating in this month’s survey of business opinion | 
and experience now has such a policy statement.? 


Policy Statements 


Of the conflict of interest statements now extant in 
the companies surveyed, almost half have been formu- — 
lated since the beginning of 1961 and most of the re- | 
maining statements were formalized in the latter part of © 
1960. Three fourths of the policy statements reportedly — 
are for general dissemination, while the rest are usually 
said to be applicable to “key employees”’ (defined by — 
one company, for example, as officers, department 
heads, supervisors, and technical and professional em- 
ployees). Often the policies of cooperating firms were — 
initiated by the company president, the chairman of the — 
board, or, less frequently, the board of directors. 

The key provisions of the more recently established — 
conflict of interest policies are generally similar to those 
reported a year ago. Particular emphasis was, and still © 
is, placed on such possible conflicts of interest as: 


selon otan 


e Investments in supplier companies 

e Investments in customer companies 

e Investments in competing companies 

¢ Trading in company stock for quick profits 

¢ Borrowing from or lending to customer or supplier — 
companies : 

¢ Acéeptance of employment from firms that have a busi- 
ness relationship with the company i 

¢ Acceptance of substantial gifts or excessive enter- — 
tainment 

¢ Misuse of privileged information 

* Outside employment that affects working efficiency 

¢ Holding outside directorships 

e Financial speculation 

¢ Revealing confidential data to outsiders 

¢ Use of company position for personal gain 

¢ Acquisition of real estate of interest to the company 

¢ Participation in civic or professional organizations 
that might involve divulging internal company data 


In addition, some unusual provisions have been incor- — 
porated by a few firms in their conflict of interest © 
policies covering such points as the sale of company © 
products or property to employees; associating the com- — 
pany name with an outside business or political activity; 
and the improvement or maintenance of an employee’s 
property by another employee, on company time. 


6 Ot 


i 


1 “Outside Business Interests of Key Employees,” page 28. Numer- ! 
ous company policy statements on conflict of interests accompanied ~ 
the article summarizing the 1960 survey findings 

2 For selected recent examples of such policy statements and board | 
resolutions see page 34 
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Questionnaires 


The most common means by which cooperating com- 
panies attempt to uncover potential conflicts of interest 
is through the use of some kind of questionnaire. More 
than 25% of this month’s survey participants have de- 
veloped such questionnaires which ask employees to de- 
clare any personal circumstances that might conflict 
with the interests of the company.' In contrast, only a 
few of the companies participating in last year’s survey 
were then making similar use of questionnaires. 

In the face of this trend, however, a few executives 
express some doubt as to the value of conflict of interest 
questionnaires since, in their opinion, there is no reason 
to assume that a person will be more ethical in filling 
out a questionnaire than he is in his personal conduct. 

Typically, companies using questionnaires send the 
employee a form that he is to complete, sign, and 
return. In at least one instance, the recipient must have 
the form notarized. Some firms require their employees 
to answer in detail questions regarding their personal 
interests and those of their immediate family that might 
lead to conflicts of interest. Others merely call for the 
employee to fill in ‘“‘yes” or “no” beside a series of 
questions to indicate whether the potential conflict of 
interest situation described pertains to him. In still 
other instances, the employee simply signs a statement 
to the effect that he is aware of the company’s policy 
concerning conflicts of interest, that he is complying 
with it (listing any exceptions), and that he will continue 
to do so. Instead of having employees complete or sign 
a questionnaire, a few companies require them to write 
a letter stating they are aware of company policy and 
that their personal circumstances do not contravene it. 
_ Most firms designate one company officer to whom 
completed questionnaires are to be returned, such as the 
president, secretary, board chairman, or general counsel. 
Some, however, stipulate that questionnaires regarding 
conflicts of interest should be returned to outside 
auditors or outside legal counsel for review so as to 
avoid any suggestion that the company is interfering in 
the private affairs of its employees. One company mak- 
ing a particular effort in this regard asks the law firm to 
which the questionnaires are sent to hold the responses 
in strict confidence and not to reveal the results except 
in anonymous, summary form. 


Audits 

Special internal audits are made in some cases to 
uncover possible conflicts of interest. Usually, the com- 
pany’s legal or auditing department is charged with this 
responsibility. 

A metals company has set up a three-man committee 


1 For selected examples of questionnaires, see page 34 
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of the board to be known as the “Conflict of Interest 
Committee.” The resolution authorizing the formation 
of such a committee reads in part: 


“This committee shall have power and authority to re- 
view any conflict of interest situation, whether present or 
prospective, which may come to its attention, to interpret 
the policies set forth in these resolutions, to answer ques- 
tions and issue opinions respecting such policies, and to 
recommend to this board of directors any action deemed 
appropriate to enforce or promote the policies expressed 
herein or to eliminate any conflict of interest which may be 
found to exist.” 


Outside Agencies 


Some executives recommend the use of outside 
examiners (outside legal counsel, auditors, or consult- 
ants) to audit potential conflicts of interest, but few 
companies use outside agencies for this purpose. 

In those cases where outside examiners are retained, 
they sometimes report directly to the board or to the 
board’s auditing committee. 

Not all companies agree that such policing under the 
direction of the board is desirable. For example, the 
vice-president of a paper company, who believes that 
outside audits could have a deleterious effect, makes 
this comment: “The idea of a board of directors hiring 
an outside agency to audit the ethical practices of its 
top officers would be thoroughly repellent to executive 
personnel. It would, I should think, be regarded as a 
witch hunt.” 

In addition, the president of one machinery company 
doubts the practicality of such audits. “If a more 
rigorous legal and ethical audit than is presently pro- 
vided by the annual audit were required,” says this 
executive, “it would undoubtedly have to be done by 
specially trained lawyers and would, inevitably, consti- 
tute a very serious drain on management’s time.” 


STAYING WITHIN THE LAW 


The boards of directors of some companies have also 
initiated or approved policy statements on adherence to 
the antitrust laws. Typically, such statements stipulate 
that any agreement made with competitors regarding 
pricing is against company policy, as well as being dis- 
honest and illegal. 

In addition, a few top management executives have 
had special meetings with their sales executives on this 
subject while, in other companies, adherence to anti- 
trust laws is frequently a matter of informal discussion. 
Despite these precautions, several executives believe 
that government rules are so numerous and their mean- 
ing so often uncertain that managing a business within 
the law is no easy matter. As one company president 
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puts it: “There are many areas of business which are 
covered by ambiguous and even conflicting laws. As a 
result a manager cannot get a precise answer to the 
question ‘what is legal’? To obey one law is to break 
another. Under these circumstances a manager can only 
do the best he can and hope for the best.” A solution 
to this problem is offered by the president of a chemical 
company who says: 


“Even a mature executive with high business ethics can 
run afoul of the law unknowingly if he does not have ade- 
quate legal counsel and judgment enough to know when to 
use it. The law, particularly with regard to antitrust pro- 
visions is far from clear and the wise executive will call in 
an experienced ‘pilot’ to steer the ship through such un- 
familiar waters.” 


Another executive believes that older established 
companies are particularly affected by legalistic dilem- 
mas because ‘“‘many procedures which were perfectly 
legal and ethical fifteen or twenty years ago would not 
be legal today.” 

Several of the executives surveyed, while agreeing 
that some aspects of antitrust legislation are less than 
clear, point out that certain critical laws dealing with 
pricing practices contain no ambiguities as to meaning 
or intent; for example, price fixing is illegal per se. 
Consequently, one company president, in a speech to his 
district sales managers, has pointed out the necessity for 
remaining “beyond suspicion” in all pricing practices. 
He indicated that this is particularly essential “‘because 
some people in Washington do not understand the 
operation of an economic system which tends to produce 
identical prices.” 

Similarly, the general counsel of a steel company 
warned the firm’s employees: 


“The consequences of an adverse judgment are so 
serious, and some persons in government are so suspicious 
of identical pricing, that it behooves all of us to make every 


SELECTED BOARD RESOLUTIONS, POLICY STATEMENTS AND QUESTIONNAIRES 
OF REPORTING COMPANIES CONCERNING CONFLICTS OF INTEREST 


After discussion of recent events reported in the newspapers relating to 
claims of “conflicts of interest” between officers, directors, and key 
personnel in other firms, the chairman recommended that this corpora- 
tion consider the adoption of a formal resolution reaffirming the past 
and present policy of this corporation and its subsidiaries regarding 
such subject. After full discussion of the procedures being followed and 
of the matter generally, the following preamble and resolutions were 
introduced, duly seconded, and unanimously adopted: 
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possible effort to the end that we have the best possible _ 
case if and when a challenge arises.” 


ARE ACTIONS ADEQUATE? i 


Several executives note that the only actions that— 
most companies have taken in the field of business | 
ethics have dealt specifically with either possible con-. 
flicts of interest or adherence to antitrust laws —usually — 
in reaction to the over-publicized mistakes of a few.” 
These executives often share the belief of one chemical © 
company president who suggests that “an elaborate 
defense is being built up against a specific problem 
whereas trouble is most apt to occur in another quarter 
in the future.’ Concluding that it is unlikely that all 
loopholes can be closed, the same president observes: 


“There are many areas other than those which have re- 
ceived attention lately wherein managers can misbehave, | 
thereby risking serious damage to the company, loss of ’ 
prestige, and even potential personal liability for members ~ 
of the board. To throw up artificial safeguards against 
such a wide variety of possible misdeeds is practically ‘ 
impossible.” 5 


It is perhaps with this in mind that an executive who — 
is the president and chairman of one company as well as © 
the chairman of another observes: ; 

“My own philosophy as head of our companies is that _ 
| have two major responsibilities. The first is to train others § 
in the making of decisions and in guiding the company. The a | 
second is establishing and maintaining, and to some extent, — 
policing over-all company policy and in ensuring that the — 
company will not only be operated within the law, but also | 
that it will be operated in an honest, ethical, and proper | 
way so that the over-all company policy and philosophy — 
will be one that every employee can be proud of. This, | : 
believe, is probably my most important single responsibility — 
as top company executive.” ; 

GERALD J. Fucus 
G. CLrarK THOMPSON 
Division of Business Practices 


[An office equipment company] 
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WHEREAS, it is considered desirable and timely to formally reaffirm 
_the past and present corporation policy with respect to responsibilities 
of the management group of officers and employees as they may involve 
_ conflict-of-interest situations, and further to provide for periodic re- 

ports from management to the board of compliance or non-compliance 
with such policies; 


| NOW, THEREFORE, BE IT RESOLVED, that the management group of 
- officers and employees shall continue to conduct the affairs of the corpo- 
ration and its subsidiaries in the long term interests of its stockholders 
in order that the stockholders may receive the highest possible return 


on their investment; and 

4 

RESOLVED FURTHER, that each member of such group shall continue 
| to devote full time and energy toward the growth and success of the 
corporation; and 

| RESOLVED FURTHER, that as has been the policy in the past and pres- 
ent, a member of the management group of officers and employees may 
| not use his office or position or its perquisites as a means of preferring 
his personal interests to those of the stockholders, and any such member 
| who, directly or indirectly, has substantial financial interests in or busi- 
ness relations with any entity with which the corporation does business 
shall promptly communicate such fact to the corporation, in full and 


frank disclosure; and 


RESOLVED FURTHER, that as in the past and present, such disclosure 
shall be made upon becoming a member of the management group, and 
thereafter such member voluntarily shall promptly report any changes 
| therein; and 


| RESOLVED FURTHER, that as in the past and present, no member of 


| the management group shall compete with the corporation; and 


RESOLVED FURTHER, that as in the past and present, the purchasing 
function shall be centralized in one division which shall function under 
| the code of ethics and principles advocated by the National Association 


of Purchasing Agents for its members; and 


| 


RESOLVED FURTHER, that as in the past and present, it is the policy of 
the corporation to discourage acceptance by members of the manage- 
‘ment group of gifts or entertainment from venders, customers, others 
who have transactions with the corporation, or their representatives. 


Resolution adopted by the board of 
directors 
ADOPTED LATE 1960 


[A building materials company ] 


Policy on conflicts of interest 


SEPTEMBER, 1961 


Our long tradition of ethical conduct and high integrity is so well es- 
tablished that we are confident there is no possibility of misunder- 
standing by any members of the organization as to their obligation to 
the company’s interest at all times. However, in view of the possible 
questions that may be raised from time to time, it now seems appro- 
priate to make a formal statement of our company policy in this area. 
This we are doing below. 
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[An office equipment company] 


Conflict of interest policy 
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Conflicts of Interest. In any situation in which a possible conflict be- 
tween the best interests of the company and the personal interest of 
a decision-making employee could exist, the governing principle, is: 
“To maintain high moral and ethical standards and to reflect honesty, 
integrity, reliability, and forthrightness in all relationships.” 


More specifically, it is the obligation of every employee who has a 
responsibility for making decisions or taking actions in behalf of the 
company to avoid any arrangement, agreement, investment, or other 
activity of any sort for personal profit that could be construed as 
being contrary to the company’s best interest, or an unethical busi- 
ness conduct. 


In any case in which an employee with decision-making responsibility 
is in any doubt whatever as to whether an existing situation, or a con- 
templated situation, could be construed as in conflict with the com- 
pany’s interest, he is under obligation to make a complete disclosure 
of the facts to the individual to whom he reports, so that the doubt 
can be resolved. If the member of management receiving such a dis- 
closure is himself in doubt as to the answer, the question shall be 
carried to successively higher levels of management until it is definitely 
resolved. 


In addition to issuing this formal statement of policy governing an 
area that has previously been covered by common understanding, we 
are asking both our own auditing department and our public account- 
antsy y,.0e:. Se) Ae ee , to include an investigation of 
possible conflicts of interest in their auditing program from this date 
forward. 


The company respects the rights of employees to engage in activities © 
outside their employment with the company that are of a private 


nature. 


of the company. 


Although it is not feasible in a policy statement to describe all the 
circumstances and conditions that might have the potentiality of being 
considered as conflicts of interest, the company’s policy in various areas 
of possible or actual conflict is set forth below for the guidance of 


employees. 


A. The following situations are considered to have the potentiality of being in 
conflict and therefore are to be avoided: 

1. Engaging in outside business, or employment by an outside — 

company, that permits encroachment on the company’s call for the full — 


The company expects that every employee will use good judgment, ~ 
high ethical standards, and common honesty in all his business dealings. ~ 
The observance of these principles will avoid any conflict of interest ~ 
situation, wherein an employee may have an outside personal economie 
interest which has the potentiality of being opposed to the best interests 
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services of its employees, even though there may not be any other 
conflict. 

2. Engaging in business, or employment by a company, that is 
In any way competitive with, or in conflict with, any product, activity, 
or objective of the company. 

3. Engaging in business, or employment by a company, that is 
a supplier of goods or services to the company. 

4. Making use of the fact of employment by the company to 
further outside business or employment, or associating the company or 
its products with an outside business or employment. 

5. The ownership or leasing of any property with knowledge 
that the company has an active or potential interest therein. 

6. Lending money to or borrowing money from any customer 
or supplier of goods or services. 

7. The acceptance of any gift of greater than nominal value, or 
of any entertainment or favors which go beyond common courtesies 
usually associated with accepted business practice, or of any commis- 
‘sion or payment of any sort in connection with work for the company. 
8. The use of the company’s name in such a way as to lend 
weight or prestige to an employee’s sponsorship of a political policy or 
cause, or to his endorsement of the product or service of another 
company. 


eee ercnal mvesinents: 

Ownership of stock in a supplier of goods or services, competitor, or 
customer is not in itself wrong, provided that the interest is solely of an 
investment nature. An interest of one per cent or less of outstanding 
stock in a company whose shares are available to the public is consid- 
/ered to fall in the investment category. Indirect interests are considered 
|to be of the same significance as direct ownership where the interest is 
held by members of the immediate family of the employee. 


C. Educational, professional, philanthropic, social, and recreational activities 


The company does not reserve the right to require prior approval of 
outside educational, professional, political, philanthropic, social, or 
recreational activities in which employees may engage. The company 
does, however, expect that no employee will make use of his position 
with the company in any of these activities, or permit any association 
between any such activities and the company that might be detrimental 


ito its business or reputation. 


D. Outside directorships 


Any employee invited to serve as a director of an outside company shall 
clear such offer with the president of the corporation, through the 
general manager of his operating division, before accepting any such 
offer. 

E. Purchasing policy 


mployees with purchasing responsibilities will be guided in detail by 
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the provisions of the purchasing manual for their division, as approved 
by the president of the division. 


F. Implementation 


1. The company expects employees to make known to the com- 
pany any of their outside interests that have the potentiality of being 
at variance with the best interests of the company: 

2. The company requires that each corporate officer and operat- 
ing division head execute a certificate, in the form attached hereto, to 
the effect that he has no outside interests that have the potentiality of 
being at variance with the best interests of the company, with any ex- 
ceptions noted. 

3. Further, the certificate executed by each division head will 
contain a statement to the effect that he has obtained a certificate of no 
conflict of interest from each employee under his supervision who has 
responsibilities that give rise to a possibility of a conflict of interest 
situation. 

4. Further, the certificate executed by each division head will 
contain a statement to the effect that he has satisfied himself that all 
provisions of the purchasing policy of his division are being complied 
with, and that an adequate system of internal checks and controls is 
in effect. 


The policy set forth above and the procedures thereunder have been 
formulated principally as a guide and as a reminder. The company has 
confidence in the integrity of its people; otherwise they would not be 
employed by it. This being so, it is clear that no employee should as- 
sume that the issuance of this policy is any reflection on his honesty or 
good judgment. Such policies and procedures are now accepted as good 
business practice by the majority of large, well-managed companies 
whose customers and stockholders have the right to expect such safe- 
guards. 


Individual Employee's Certificate of No Conflict of Interest 


I hereby certify that I have received a copy of the company’s conflict of 
interest policy and that I have no outside personal economic interest 
that has the potentiality of being opposed to the best interests of the 
company, other than any exceptions listed below. 


Name 
Title 
Date 


Exceptions: 


(If none, so indicate) 
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[A motor vehicles 
company] 


Questionnaire 
DISTRIBUTED 1961 


REPORT OF FINANCIAL AND OTHER INTERESTS 


DATE 


| HAVE RECEIVED AND READ YOUR CONCERNING STANDARDS OF CONDUCT IN 
BUSINESS RELATIONSHIPS, AND THE ATTACHED GUIDES OF CONDUCT AND DEFINITIONS. IN ACCORDANCE WITH PARAGRAPH B OF 
THE GUIDES OF CONDUCT, ENTITLED Financial and Other Interests Required to be Reported, | SUBMIT THE FOLLOWING REPORT AND 
CERTIFICATION: 


1. MY NAME 2. MY POSITION IN THE Company: 


3. NAME OF organization with which the Company does business: ** _|4. TYPE OF BUSINESS 


5. NAMES AND RELATIONSHIPS OF PERSONS THAT HAVE, OR SINCE JANUARY 1, 1960 HAVE HAD, A financial Interest IN SUCH ORGANIZATION: 


SELF Members of Family 
A. NAME 1. 2. 3. 


men ~ 
RELATIONSHIP | 
* TO SELF 


6. Financial interest; 
A, DATE ACQUIRED 
2 ee a 
B. NATURE INDICATE AS TO SELF AND EACH NAMED RELATIVE: a 
SOLE OWNER (s Eg 
PARTNER (ea =) 
SHAREHOLDER [ea La 


OO O Bs 


a 


CREDITOR 


OO 
+ 


OTHER 


(DESCRIBE) *** a 


c. AMOUNT 
PERCENT OF OWN- 
ERSHIP (OR PART- % % % % 
ICTPATION) IN 


SUCH ORGANIZATION sil T 


ORIGINAL $ $ $ $ 


cost 
ESTIMATED i) 
CURRENT $ $ $ $ 


VALUE 


~ 


+» STATE WHETHER THE FINANCIAL INTEREST IS CURRENTLY HELD. ——____________ JF DISPOSITION OF THE FINANCIAL INTEREST HAS BEEN 
MADE SINCE JANUARY 1, 1960, GIVE THE DATE AND STATE THE CIRCUMSTANCES OF ITS DISPOSITION: *** 


| HAVE OR HAD (A MEMBER OF MY FAMILY HAS OR HAD) AN INTEREST (OTHER THAN ONE ARISING FROM A FINANCIAL INTEREST) HAVING 
MONETARY VALUE IN A business transaction oR TRANSACTIONS TO WHICH THE Company WAS AT ANY TIME OURING THE PERIOD SINCE 
JANUARY 1, 1960, OR IS ABOUT TO BECOME, A PARTY. THE NATURE OF THE INTEREST AND A DESCRIPTION OF THE business transaction 


1S AS FOLLOWS: *** 


9. THE CIRCUMSTANCES U 
THE REVERSE SIDE O 
INTEREST(S) BY ME O! MEMBERS OF MY FAMILY.) 


NDER WHICH THE ABOVE DESCRIBED INTEREST(S) WAS (WERE) ACQUIRED OR IS (ARE) BEING HELD ARE DESCRIBED ON 
F THIS FORM. (IN MY JUDGMENT, THERE COULD BE NO CONFLICT OF INTEREST IN THE CONTINUED RETENTION OF SUCH 
BY 


POLICY LETTER 


| HEREBY CERTIFY THAT THE FOREGOING AND OTHER SUCH REPORTS FILED BY ME CON- 
STITUTE AN ACCURATE AND A COMPLETE STATEMENT OF ALL FINANCIAL INTERESTS AND ALL 
INTERESTS IN BUSINESS TRANSACTIONS REQUIRED TO BE REPORTED BY ME PURSUANT TO 


** Additional forms may be secured from 
*** Attach additional sheets if necessary. 


Jn motion, the following resolutions were unanimously adopted: 


RESOLVED, that the policies of the company with respect to actual or 
potential conflicts of interest between the company and its employees 
n dealing with third parties are as follows: 


1. All officers and employees of the company have a duty to the 
sompany to be free from the influence of any conflicting interest when 
they represent the company in negotiations, or make recommendations 
vith respect to dealings with third parties; and they are expected to 
deal with suppliers, customers, contractors and all others doing business 
with the company on the sole basis of what is in the best interest of the 
ompany, without favor or preference to third parties based on personal 
-onsiderations; 

2. No officer, or no employee who deals with suppliers, cus- 
omers, contractors or anyone else doing business with the company or 


ho makes recommendations with respect to such dealings or passes 


Sn Cl SEE eee eee 


* The terms appearing in italics are defined in the attachments to the Policy Letter and have the same meanings as therein indicated. 


for reports concerning each such organization. 


[A metals company] 


Resolutions 
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judgment upon them, shall own any interest-in or have any personal! 
contract, agreement or understanding of any nature whatsoever with’ 
any supplier, customer, contractor or other individual or business con=" 
cern which either does business with the company or seeks to do so, 
which might tend to influence the decision of such officer or employees 
with respect to the business of the company; ? 

3. No officer or such employee shall seek or accept, directly 0 
indirectly, payments, loans, services, excessive entertainment or travel! 
or gifts of more than nominal value from any individual or from ther 
representative of any business concern doing or seeking to do business# 
with the company; 


4. No officer or such employee shall do business with a close rela-- 
tive on behalf of the company unless expressly authorized in writing to} 
do so after the relationship has been disclosed; 


5. The foregoing policies apply equally to the subsidiaries of thel 
company and to their officers and employees; 


6. The requirement of freedom from conflicting interests madey 
applicable to officers and employees by policy statements 1, 2, 3 and 5 
apply equally to close relatives of such officer or employee, which would! 
normally include spouse, parents and children; i 


mate authority and responsibility to determine the applicability of the: 
foregoing policies to any set of facts which may arise, and the deter- 
mination of what steps should be taken to correct a situation deemed! 
not in the best interests of the company, including, if deemed appro- 
priate, disciplinary action or discharge from employment; and 

BE IT RESOLVED, that the chief executive officer is also directed toy 
make a written explanation of the company’s policies concerning the? 
necessity for freedom from conflicting interests which (together with aj 
copy of the board’s statement of such policies) shall be sent to eachi, 
officer and department and division head of the company and its sub-" 
sidiaries, with directions to each such individual to make further dis-_ 
tribution of such statement through regular management channels toy 
every employee who has any responsibility for the negotiation, approval, - 
issuance or allocation of orders, contracts, commitments or specificar: 
tions for materials or services to be furnished by a supplier to the com- 
pany or any of its subsidiaries, such statement by the said officer to be” 
in substantially the form submitted by him to this meeting, a copy of! 
which is directed to be appropriately identified by the secretary and! 
filed with the records of the meeting; and 4 

BE IT RESOLVED, that the chief executive officer is further directed tor 
obtain from each officer, and such department and division head or em- 
ployee a written response which acknowledges receipt of the aforemen- 
tioned letter and statement of policies, and gives such information as” 
the chief executive officer deems appropriate to enable him to determine © 
whether a conflict of interest exists, such acknowledgment and responsé 
to be in substantially the form submitted to this meeting by him, a copy 
of which is directed to be appropriately identified by the secretary and 
filed with the records of the meeting; and 
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| BEIT RESOLVED, that the chief executive officer is likewise directed to 
make a similar written explanation of the company’s policies to those 
who subsequently become officers and such department and division 
aeads or employees with the responsibility of the aforementioned char- 
acter, and to obtain from each such person a letter in substantially the 
ame form as he is directed to obtain from those who now occupy such 


sitions. 

The board of directors has instructed me to obtain from each of you an 
Haenowledgment of the receipt of this explanatory letter and of a copy 
of its statement of policies concerning conflict of interest. I have also 
een directed to obtain from you such information with respect to your 
nvestments and business arrangements with other individuals or or- 
anizations as will enable me to determine whether an actual or poten- 
‘ial conflict of interest exists between your personal position and your 
resent responsibilities as a representative of the company in dealing 
with third parties. This will involve advising me on the following 
atters: 

1. A listing of your financial interests and those of your family 
spouse, parents, children), excluding those securities described in 
ragraphs 1 (a) and 1 (b) of this letter; 

2. A listing and description of any contracts, agreements or 
anderstandings which you or your family (spouse, parents, children) 

ay have with any organization engaged in business, including a 
overnment, municipality or public authority or agency, under the 
ns of which you receive money or anything else of value; 

3. A listing of any such positions you or a member of your family 
spouse, parents, children) may hold as director, officer or employee of 
any organization engaged in business, including a government, munici- 
dality or public authority or agency. 

In all probability, most financial investments in other business or- 
Zanizations will present no possibility of a conflict of interest with your 
ole as a company representative. However, I am in a position to know, 
4s you probably are not, whether any particular organization in which 
you may be financially interested has any present or prospective busi- 
ness relationships with this company. Consequently, I ask you to sub- 
mit the complete information I will need in order to determine the 
possibility of a conflict. If you are in doubt as to what you should do, 
please feel free to write me directly, or, if you prefer, consult with the 
individual from whom you received this letter. 

If such a conflict of interest appears to be possible on the basis of the 
facts you submit, I will have at least three alternatives: 

1. I can ask you to change your personal situation; 

| 2. I can direct that you not represent the company in dealings 
with those third parties where conflict of interest might develop, or 
3. I can permit you to retain your personal investment or rela- 
ionship and still represent this company by putting those to whom you 
eport on notice of this situation. 
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Letter from chairman of the board to 
all officers and department heads, 
concerning conflict of interest policy 
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Suggested letter form sent to 
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Which course should be pursued will depend upon my judgment of the 
facts of each situation. 
Every reasonable effort will be made to protect the confidential na-| 
ture of the information you reveal. Every person replying will send his 
letter directly to me. The replies which I receive will be in such numbers) 
that I must necessarily have the help of one or more of my staff in study- 
ing them, but you may be sure that I will take every possible precaution: 
to protect the confidential information which you submit to me. : 
The board has assumed that an investment, contract, agreement,, 
understanding or position held by your spouse, parents, or childrem) 
may present the possibility of the same conflict of interest as if held bys 
you. However, if you do not know what investments, contracts, agree= 
ments, understandings or positions in business organizations are heldl) 
by your parents or children, you are obviously not in a position to bey 
influenced by them and need not report them to me if it would embar- 
rass you to obtain this information by inquiry. However, you would be} 
on firmer ground and the possibility of a future misunderstanding) 
would be minimized if you are in a position to obtain and submit the 
information. If you do not include the data concerning your parents and) 
your children in your report, you should so advise me, with your reason} 
for the omission. The business investments of your wife and any con~ 
tracts, agreements, understandings or positions which she may hold) 
with business organizations should be included in your report, without? 
exception, if they are of the character concerning which inquiry is ad~ 
dressed to you. 
I enclose a suggested form of reply. It will not fit every situation and} 
you are, of course, free to depart from the form so long as I obtain the: 
essential facts. i 
Unless you hear from me promptly, you may assume that I see no) 
danger of a conflict of interest in your case. 
Your cooperation is appreciated. 


Sincerely, 


Chairman of the Board 


Instructions: This letter is to be used as a form in guiding the employee in’ 
writing his letter, which ts to be addressed to the chairman of | 
the board and mailed directly to him. Variations in wording 
will be required to express differing situations. 

Re: Freedom from Conflicting Interests 


Dear Mr. 


This is an acknowledgment of your letter on the captioned subject, - 
enclosed with which I received a copy of the statement of policies by 
the board of directors on the same subject. . 

Iam more than willing to reveal my financial interest in other bus 7 | 


anxious as you and the board that the motivation of any of us who rep- 
resent the company in dealing with third parties be above the possibility 
of suspicion. 


Neither I nor my family (wife, parents, children) have anything approx- 
imating control of any business enterprise whose stocks and bonds are 
traded on a recognized stock exchange. Neither is a substantial portion 
of our family assets invested in any such security. Consequently, I am 
not listing among our investments any stocks or bonds which are traded 


1. Financial interest in other organizations 
} 
‘ona recognized stock exchange. 


(If the facts are otherwise, this or any other 
paragraph should be appropriately changed.) 


However, my family and I do not own any stocks or bonds which are 
not listed on a recognized exchange except as follows: 


(Insert a list of all securities held in any business or 
organization, excluding securities of governmenis, 
municipalities or public authorities or agencies. The 
number of shares of stock and the face amount of any 
| ~ bonds as well as the name and nature of the business 

of the organization issuing the securities should be 
included in the listing.) 


| 
I recognize that some of the foregoing companies probably have neither 
current nor prospective dealings with this company as a supplier, con- 
tractor, purchaser or otherwise, but I submit my entire list of such in- 
vestments because you are in a position to know the relationship of our 
firm to these companies. My responsibility with this company has not 
brought me into dealings with any of these companies to date, and, con- 
sequently, I do not believe that any conflict of interests exists. 


——— 


2. Contracts, agreements or understandings with other business organizations 


either I nor any member of my family (wife, parents, children) have 
any contract, agreement or understanding with any other business or- 
ganization (including governments, municipalities or public authorities 
r agencies) whereby any of us is compensated in any form. 


(If there are any exceptions to the foregoing, they 
should be itemized and the contract, agreement or 
understanding explained.) 


. Positions with other business organizations 


am a director, officer or employee of the following organizations en- 
aged in business, including governments, municipalities or public 
uthorities or agencies. 


(List organization, position and nature of business.) 


- Ishall continue to adhere to the policy of the company as expressed 
y the board resolutions with respect to the receipt of gifts and the ac- 
eptance of entertainment from any individual or organization which 
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has current or prospective dealings with this company as a supplier, 
contractor or purchaser. 

I shall likewise report directly to you any future developments either 
with respect to the investments of myself or family, or any contracts or 
understandings we may have or positions we may hold with other indi- 
viduals or organizations which may bring my personal situation within 
the purview of the board resolutions on conflicts of interests. 


[A petroleum company] 


Questionnaire 
DISTRIBUTED 1961 
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Sincerely, 


As used in this questionnaire: 
“Other Business’? means any person, proprietorship, trust, partner-+ 
ship, joint venture, corporation, company, association or other entit 
organized or conducted for profit, but excludes: i} 
a. This company and all wholly-owned subsidiaries thereof. 

b. A bank, trust company, savings bank, savings and loan asso-_ 
ciation, building and loan association or credit union which is regularly: yi 
examined by a state or federal regulatory authority. 

c A utility company engaged in supplying water, gas, electricity 
or telephone service, whose rates and conditions of service are subject! 
to regulation by governmental agencies. : 

‘Relative’? means any child, brother, sister or parent, including i ine 
laws. Wherever you are asked to state your knowledge concerning 
interests of your relatives, you need not interrogate them; you ma ’ 
base your answer on the facts as you know them or believe them to be. 

“Tasted Company” means any company the shares of which a al 
listed on a national securities exchange in the United States or Canada 
or one the shares of which are customarily bought and sold at least onc@ 
a week in the over-the-counter market in the United States. ~ | 

“This company” when used in the questionnaire includes all whi 
owned subsidiaries. 


f 


I. Relationships with Suppliers 


a. Since January 1, 1958, or since the date of your employia 4 
with this company if it commenced thereafter, have you, your spouse ' q 
or to your knowledge any relative of yours or of your spouse been cons 
nected with any other business (as a partner, participant, shareholder 
or as the owner of any right to receive remuneration or any other thing 
of value) which to your knowledge sells or provides materials, supplies 
equipment or services to the petroleum industry? Shares of stock il) }, 
listed companies acquired as a part of a normal investment prograny 
may be excluded provided such shares represent: 
1. Less than one per cent (1%) of the total outstanding secu 
of the same class, and 
2. A value of less than five per cent (5%) of the value of the tote al 
assets owned by you and your spouse. / 
i 


b. If the answer is in the affirmative, then describe fully the natur 


fe 
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and extent of such interests including the following specific information: 
1. Name and address of the other business. 

| 2. If person so connected is someone other than yourself, state 
' that person’s name and relationship to you. 
3. Circumstances under which interest was acquired. 
: 4. Kind and amount of consideration paid for such interest. 
; 5. Quantum of interest and its percentage relationship to the 
| whole. 

6. Information you may have concerning the annual volume of 
| business and the extent of the business such other business does with 
‘this company. 


‘Il, Relationships with Other Firms 


a. Since January 1, 1958, or since the date of your employment 
with this company if it commenced thereafter, have you, your spouse, or 
ito your knowledge any relative of yours or of your spouse been con- 
Inected with any other business (as a partner, participant, shareholder 
jor as the owner of any right to receive remuneration or any other thing 
of value) other than any interest already described in response to 
: Question I, which said other business to your knowledge directly or in- 
‘directly does business with this company or any of its subsidiaries or 
affiliates? Shares of stock in listed companies acquired as a part of a 
mormal investment program may be excluded provided such shares 
| represent: 
| __ I. Less than one per cent (1%) of the total outstanding securities 
; of the same class, and 

2. A value of less than five per cent (5%) of the value of the total 
assets owned by you and your spouse. 


| _b. If the answer is in the affirmative, then describe fully the nature 
| and extent of such interests in the same detail as suggested in I (b) 
; above. 


ll. Compensation from Other Businesses 


: 

| a. Since January 1, 1958, and while you have been employed by 

_ this company have you received from any other business any wages, 

salary, bonus, fees, commissions or other compensation, not already 
lescribed in response to Questions I and II? 


| b. If so, state the name and address of the other business, the 
nature and aggregate amount of such compensation received since 


| 


f anuary 1, 1958. 


“ny oil and gas leases, royalties, or other mineral interests of any kind 
hich have been acquired since you have been employed by this com- 
a Any such interests acquired by inheritance as well as your home 


Hee may be excluded. 


J 
S| 
t 
Vv. Mineral Interests 
| a. Do you or your spouse own or have any beneficial interests in 
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b. Have you or your spouse acquired any such interest and there- 
after disposed of the same during your employment with this company 


and since March, 1952? 


c. If the answer to either is in the affirmative, then disclose fully 
the nature and extent of each such interest including: 
1. The date of such acquisition. 
2. A legal description of the interest. 
3. The consideration paid for the interest. 
4. All pertinent circumstances bearing on such acquisition. 


I have read the foregoing questions and have answered them com- 
pletely and truthfully to the best of my ability. 


(Date) 


SELECTED POLICY STATEMENTS OF REPORTING COMPANIES CONCERNING COMPLIANCE WITH ANTITRUST LA 
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(Signature) 


The following policy, adopted by management, and ratified by thy 
board of directors, states the company’s policy concerning compliance? 
with the antitrust laws of the United States Government. y4 

1. This company maintains at all times its independence @ 
judgment and action designing, producing, selling, and pricing its proc) + 
ucts. No part of that independence may be abdicated to our competito ft | 
under any circumstances. Such a policy is necessary, not only to ensu® 
compliance with the law, but also to ensure that our operations ani 
practices will lead to optimum business success for this corporation) 
Within the broad limits of this basic policy, certain specific items, not a 
below, are given special emphasis to eliminate any chance of misundey) 
standing. 1 

2. The prices to be charged for its products and all terms ani) 
conditions of sale must be determined by the company alone. In arriv 
ing at an independent determination of price, it is proper and necessat) 
to take into account all relevant factors, including costs, competiti 
prices, performance requirements, and other material market circuni) 
stances. | 

3. With the exception of bona fide purchases or sales from or ti) 
a competitor, any agreement or understanding, oral or written, wit 
competitors concerning the prices, price policies or terms of sale of 
company or any other company is a violation of law, a violation of cor 
pany policy and an act of dishonesty. 

4. Effective competition requires not only that the compar 
have an accurate knowledge of detailed and comprehensive market 1) 
formation, but that it be supplied this data primarily by sales perso! 
nel. However, necessary information concerning competitive and mat 
ket circumstances shall be gathered only through regular market chai 
nels, such as customers and published market data. With the excep ic 
of bona fide negotiations limited in their scope to a proposed purchase : 
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hibits any consultation with competitors relating to the prices, price 
policies or terms of sale which this company or any competitor intends 
_to charge or observe. 
: 5. Any question which may arise concerning compliance with 
this statement of policy shall be referred promptly to the general coun- 
Ls of the company. General counsel shall also review periodically the 
price policies and practices of each sales division of the company. After 
consultation with the president, the general counsel shall take such 
action as he deems appropriate from time to time to assure the proper 
observation of this statement of policy. 

6. It is the duty of each employee with supervisory responsibil- 
‘ity to see that his subordinates are fully informed of this statement of 
‘policy and are complying with it. It is the duty of each employee to re- 
port promptly to his superior and through the president to the general 
jcounsel any violation of this policy which may come to his attention. 

7. Any employee of the company who acts in violation of this 
policy shall be discharged or otherwise appropriately disciplined. All 
jemployees acting in accordance with this policy will have the company’s 
jfull support and assistance in any antitrust proceeding in which an in- 
‘dividual employee may be involved as a witness or defendant whether 
jin a criminal or civil proceeding. 
| 8. This policy is a simple one. It expresses this company’s belief 
‘that, to succeed, it must compete vigorously on all elements of price, as 
well as on quality and service. 


It is the policy of the company: 


| 1. To establish the prices at which it will purchase or sell crude 
il A petroleum company] oil, products or other merchandise without consultation, discussion, or 
| agreement with any competitor, and in all other respects to comply with 
“Policy adopted after consultation with the antitrust laws of the United States. 


the board of directors 2. To take disciplinary action against any employee who violates 
_ Norte sk this policy. This may take the form of dismissal, demotion, reduction in 
; salary, suspension, or reprimand, depending on the extent or gravity of 
the offense. Deliberate and clear-cut acts of price fixing, bid-rigging, 
' allocation of customers or markets, or any other illegal activity of this 


jubject: Policy Regarding Antitrust Laws 


tatement of Purpose: 


tatement of Policy: 
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nature will result in outright dismissal of the employee or employees 
involved.’ 


r business must be handled strictly in accordance with the law. We_ [A food company] 
sist on careful and full compliance with all federal and state antitrust 
ws. This is the responsibility and obligation of each employee. Policy 
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including, but not limited to, the Sherman Act, the Clayton Act, and, 
where applicable, the Federal Trade Commission Act and the Packers 
and Stockyards Act. Specifically, and for example, employees are abso- 
lutely forbidden to enter into any verbal or written agreement, under- 
standing, combination, conspiracy, plan, or scheme, or exchange of in- 
formation relating to or verging on agreement as to either purchase or 
selling prices, division of livestock receipts or supplies, resale price 
maintenance (except under Fair Trade Acts on advice of the Law De- 
partment), limitation of production, division of territory, allotment of 
tonnage, or in any way in restraint of trade or designed to create a 
monopoly. 

Employees are never to enter into any arrangement or combination, 
either personally or for this company or associated companies, either 
written or verbal, which would in any manner violate this policy. 

With respect to other matters not covered in the foregoing, if em- | 
ployees are in doubt as to whether or not a given course of action would 
be in compliance with the antitrust laws, the advice of the law depart- 
ment shall be sought. 


Authority and Responsibility: 
It is the responsibility of the respective officers to see that all em- 
ployees under their jurisdiction observe this policy. 


From: Office of Chairman of the Board 


To: Officers and Employees of This Company: 


[A petroleum company] Public attention has recently been focused on the importance of com 
pliance with the antitrust laws. It is therefore appropriate for us to re: 

Letter on policy state and reaffirm the policy of this company with respect to the 
ee! antitrust laws. 
As you know, our company has, over the years, consistently pursuet 

, a policy of strict adherence to the antitrust laws, and both oral ane 
written instructions for compliance with those laws have been given t 

personnel in order to implement that policy. We would regard acts by 

executives or employees, at any level, which are inconsistent with thi 

antitrust laws as a direct violation of this long established policy. 

We all recognize that many areas of uncertainty exist in the antitrus? 

laws. For this reason members of our legal staffs are charged with thy 

responsibility of furnishing legal advice with respect to those laws when) 

ever any question arises. It is the duty of every executive and employe: 

to seek the advice of our lawyers whenever he is not completely clear 4 

to the implications or consequences of any action from the point of vie 

of legality under the antitrust laws. ; 

With specific reference to pricing, the law is clear that any agreemen) 

or understanding, express or implied, with any competitor to fix pri ce 

or terms of sale is illegal. All persons dealing with pricing matters mus) 

act solely in accordance with their own appraisal of those market force) 

that affect determination of price and other terms of sale. Every exec: 

tive and employee is expected to obey the letter and the spirit of the law 
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We recognize that the economics of the market place may tend to 
make prices uniform at many levels of distribution. We also recognize 
that in our industry purchases are made from competitors and sales are 
made to them of large quantities of crude oil and petroleum products 
almost daily and that the terms of these transactions require negotia- 
tion. Similarly, it is necessary to negotiate prices and terms of sale of 
products to prospective customers, such as dealers, jobbers and other 
resellers handling competitive products. In each of these cases, the 
other party is being dealt with only as a supplier, customer or prospec- 
tive customer. 

Subject only to the foregoing, there are to be no discussions or com- 
‘munications of any kind with any competitor with respect to prices or 
terms of sale to be adopted by this company or by any competitor for 
any purpose. Any person who becomes involved in any violation of this 
‘policy will be subject to dismissal or other severe disciplinary action. 


4 
: 
: 


§ 


President 


A rubber company] 


Letter on policy 
DISTRIBUTED 1961 


PTEMBER, 1961 


Chairman of the Board 


To: All Management and Sales Personnel 


RE: Antitrust Laws Policies 


It goes without saying that this company has had in the past, and will 
continue in the future to have, a policy requiring strict compliance with 
all of the laws of the United States and of the individual states, whether 
involving antitrust or other matters. 

It is often stated that because the antitrust laws are vague, it is diffi- 
cult to know the difference between legal and illegal conduct in the 
ordinary business relationships of the company with its customers and 
competitors. However, there are certain aspects of the antitrust laws 
where there is no uncertainty and where violations, such as arrange- 
ments, agreements, understandings, or conferences with competitors 
regarding prices to be charged, division or allocation of markets or cus- 
tomers, discounts, allowances, special arrangements, etc., may result in 
costly and time-consuming civil and even criminal proceedings. 

Attempts by personnel of the company to require a dealer to main- 
tain a specific resale price to his customer; to restrain him from pur- 
chasing products of a competitor; to restrain him from selling his goods 
and wares in any market that he so desires, and discrimination in prices, 
allowances and services, are also among the actions which are con- 
demned. 

It must be remembered that an action by the United States Depart- 
ment of Justice or the Federal Trade Commission, whether civil or 
criminal, may also be used as the basis for action by third parties on a 
civil complaint against the company. Company counsel should be con- 
sulted in advance whenever there is any doubt as to whether a proposed 
relationship, pricing, or trade practice may be in contravention of the 
company’s policies. 


49 


Table 1: Recorded Acquisitions, 1958-1960 


1960 1959 1958 
Separate acquiring 
companies........... 1,111 985 812 
Acquired units.......... 1,720 1,480 1,116 


Source: The Conference Board 


Table 2: Recorded Acquiring Companies in All Industries, 
by Asset-size Class, 1958-1960 


Asset-size Class 1960 1959 1958 
(millions of dollars) No. % No. % No. % 
$100 and over... 161 15 144 15 123 iS 
50-99.9..... 87 8 85 8 64 8 
10-49.9..... PVE 23 264 27 197 25 
B= OO eh he 105 9 79 8 72 9 
T= 9 a, as 133 12 123 13 84 17 
COS RD ieee if) 1 6 2 I * 
Under, 5 ac eee 5 AS 1 * 2 = 
Asset information 
notavailable... 250 32 283 29 263 32 
botalissocr ati ee at 100 985 100 812 100 


Note: Percentage figures are rounded 
* Less than 1% 2 
Source: The Conference Board 


A TOTAL of 1,720 acquisitions in 1960 by 1,111 
separate companies were recorded in Conference Board 
listings as published in The Business Record. These 
figures compare with 1,480 acquisitions by 985 acquiring 
companies for 1959, and 1,116 acquisitions by 812 ac- 
quiring companies recorded for 1958.1 (See table 1.) 
The difference between the two yearly figures indicates 
multiple acquisitions, partial acquisitions, or the forma- 
tion of new companies through acquisition. 

Of the 1,111 acquiring companies in 1960, 746 (or 
67%) were primarily in manufacturing and 365 were in 
other industries. This compares with 70% of the 
recorded acquiring comapnies in manufacturing in 1959 
and 66% in 1958.2 

These figures are based on a count of announcements 
of mergers and acquisitions listed and published since 


1 For the purposes of THE ConrerENcE Boarp’s lists the terms 
“mergers and acquisitions” include not only statutory mergers but 
also the following types of acquisitions: (a) acquisitions of assets—of 
independent corporate and noncorporate units; acquisitions of sub- 
sidiaries, affiliates, and divisions of other companies; acquisitions of 
major operating facilities of other companies; and acquisitions by 
newly formed companies; and (b) acquisitions of stock—acquisitions of 
total stock; acquisitions of 50% or more of the voting stock of another 
company;-and acquisitions of less than 50% of the voting stock of 
another company where the published information shows that the 
purchase will bring the acquiring company’s share up to 50% or more 
of the voting stock of the purchased unit. 

For a detailed statement of the scope and limits of Tur Conrer- 
ENCE Boarp’s merger listings and a comparison with corresponding 
Federal Trade Commission data, see B. Bock, “Mergers and Markets: 
An Economic Analysis of Case Law,” THz ConrerEnce Boarp, 
Studies in Business Economics, Number Sixty-Nine, 1960, Chapter 5 

It should be noted, however, that the sources are more complete 
for manufacturing than for nonmanufacturing 
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Mergers: A Summary 
of 1960 Listings 


; 


1957 by Tue ConreRENCE Boarp in The Business 
Record. These lists cover the mergers and acquisitions 
announced in a series of standard financial sources and! 
are designed as ready-reference material for business 
firms, law firms, and students of industry structure. 
Since, however, the listings do not purport to cover al) 
acquisitions—and; indeed, cannot cover those that are 
not announced or those that are shown only in specia 
ized trade sources—the present summary should be 
regarded as a measure of the number of acquisition: 
noted in the sources used rather than as evidence 0} 
changes in the structure of markets through this form ¢ 
company growth. 


Size of Acquiring Companies 


About 23% of the recorded acquiring companies 1 
all industries had over $50 million in assets in 1960 ani 
45% had less than $50 million in assets. Asset informe 
tion was not available for about 32% of the recorde 
acquiring companies. The corresponding figures for 198 
and 1958 are virtually identical. (See table 2.) Simil# 
assets information is not available for a sufficient nun 
ber of the acquired units to permit analysis.” | 


Size of Acquiring Manufacturing Companies 


About 27% of the recorded acquiring companies — 
manufacturing had over $50 million in assets in 194 
and 52% had less than $50 million in assets. Informatie 
on assets was not available for the remaining 19% of t! 
acquiring companies. The corresponding figures for 19% 
and 1959 are virtually identical, with great stability 
the percentage of acquiring companies in each asset-sii 
class in each year. (See table 3.) 


1 The following sources are used in compiling THe CoNFEREDM 
Boarp’s lists of mergers and acquisitions: The Wall Street Jo 
(daily), The Financial Post (Canadian weekly), The Journal of Ce 
merce (daily), The New York Times (daily), New York Herald Tribe 
(daily), Moody’s Industrials (semiweekly), Standard Corporation 
(daily), The Commercial and Financial Chronicle (weekly) 4 


2 In some cases this appears to be because the acquired units ¥ | 
privately held corporations or unincorporated businesses; in other 
is because the acquired unit was part of another organization. 
1958, for example, asset information was available in the sources U 
by Tue ConFrerEenceE Boarp for only 5.6% of the recorded acquit 
units. For information on sources of asset-size information usec 
THE ConrerENcE Boarp’s listings, see B. Bock, “Mergers | 
Markets,” op. cit., p. 112 ; 
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Table 3: Recorded Acquiring Companies 
in Manufacturing, by Asset-size Class, 1958—1960 


Asset-size Class 1960 1959 1958 
| (millions of dollars) No. és No. Ss No. lo 
$100 and over... 134 18 123 18 99 18 
50-99.9..... 70 9 71 10 46 9 
10-49.9..... 197 26 201 29 146 28 
5- 9.9..... 86 12 60 9 54 10 
ar 4.9..... 105 14 91 13 62 12 
me, .9..... 1 2 5 1 4 1 
op: 4 = 1 * 3 * 
set information 
- notavailable.. 139 19 136 20 120 22 
bifofal........ 746 100 688 100 537 100 


———_—— ee  _ 
_ Note: Percentage figures are rounded 


— * Less than 1% 

; Source: The Conference Board 
| 
} 


| Although the percentage of acquiring companies in 
anufacturing in the $50-million-and-over class ranged 
four percentage points above that for all industries, the 
Porresponding percentage point difference for companies 
in the $50-million-and-under class was seven percentage 
ints. This is explained by the fact that asset informa- 
tion was available for a far higher percentage of the 
anufacturing companies than for those in all industries 


taken together. 
_ These figures may be seen in somewhat sharper per- 


pective when the number of acquiring companies in 
tach size class is compared with the number of all 
‘manufacturing corporations in similar size classes as 
jeported by the Securities and Exchange Commission 
: nd the Federal Trade Commission. Such comparisons 
Jhould, however, be viewed with caution since the two 
| differ in significant respects.! Manufacturing 


orporations with $50 million and over in assets ac- 
jounted for .4% of such corporations in 1960 according 
0 the SEC-FTC, Quarterly Financial Report for Manu- 
i uring Corporations, while manufacturing companies 
if this size accounted for 27% of Tus CONFERENCE 
; OARD’s listing of acquiring companies. Viewed differ- 
_ntly, however, 69.9% of the aggregate assets of manu- 
cturing corporations were accounted for by corpora- 
sons with assets of $50 million and over, while companies 


f 
| +The SEC-FTC series for all manufacturing corporations is not 
/ mparable with the NICB series for acquiring companies for three 
sic reasons: (1) the SEC-FTC series is for corporations only; no 
_stinction is made between corporations and other forms of business 
ganization in the NICB series; (2) the SEC-FTC universe is com- 
ete with respect to the field it purports to cover; the NICB universe 
not complete since it is based on lists compiled from a limited series 

sources that are not themselves designed to serve as a base for 
ftistical data; and (3) the SEC-FTC series has no category for which 
set-size information is not available while this category accounted 
{some 19% of acquiring companies in manufacturing in the NICB 
icles in 1960 


Table 4: All Manufacturing Corporations 
by Asset-size Class, 1960 


Aggregate 
Asset-size Class No. Assets % 

(millions of dollars) ($ billions) 
$100 and over.......... 317 0.2 $160 62.5 
DO OED ne nh a whan e 265 0.2 19 7.4 
jae oe rr Rae dee 1,328 0.9 29 its 
OW FAS gree tee ey en 7,080 0.7 10 3.9 
1- 4.9 10,897 78 19 7.4 
Un ares tes toi rcemotie 130,982 90.4 19 7.4 
Tata ede tied scene ot: 144,869 100.0 $256 100.0 


Source: Quarterly Financial Report for Manufacturing Corporations, Fourth Quarter, 1960, 
Federal Trade Commission-Securities and Exchange Commission 


largest companies were making more than their pro- 
portionate share of the recorded acquisitions, but they 
were making far less than their proportionate share as 
measured in terms of assets. Indeed, companies with 
less than $9.9 million in assets accounted for 18.7% of 
all assets of manufacturing corporations but for 27.6% of 


the companies making recorded acquisitions. 


Mergers and Acquisitions 
December 11, 1960—January 10, 19611 


[continued from page 30] 


ae Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Crane, Ltd. (Canada) 
(Sub. of Crane Co.) ($170.3) 
Valves, plumbers’ supplies, radiators, 
seat boilers, and plumbing fixtures 
mfr. 

Crescent Engineering & Research Co. 
(over $.1)* 


Curtis Mfg. Co. ($10.9) 
Air conditioning equipment, air com- 
pressors, hydraulic lifts, missile and 
electronic components, and pleasure 
boats mfr. 

D & H Food Co. 
(Sub. of Procter & Gamble Co.) 
($860.5) 
Cake mixes mfr. 

Dashew Business Machines, Inc. ($2.1) 
Business machines mfr. 

Davidson Bros., Inc. ($28.3) 
Department stores operator 


Dorsett Electronics Laboratories, Inc. 
$1.4 


Electronic data handling and control 
systems, airborne telemetering sys- 
tems, test instruments, electronic or- 
gans, etc. mfr. 

Dow Chemical Co. ($901.2) 
Organic and inorganic chemicals, 
plastics, magnesium, transparent 
packaging, laminated and extruded 
products mfr. 

Dynacron Electronic Corp. 
(Sub. of Trans-United Industries, 
Inc.) ($11.8) 
Resistor components mfr. 


Howard Furnace & Foundries, Ltd: 
(Canada) (n.a.) 
ei and oil fired warm air furnaces 
mfr. 


Travis Plating Co. (n.a. 


The Toledo Pipe Threading Machine 
Co. (over $1.0)* 
(95% interest in) 
Power drives, pipe threading ma- 
chines, tools, etc., mfr. 


Superior Foods, Inc. (n.a.) 
Refrigerated biscuits mfr. 


Universal Data Processing Equipment, 
Ine. (n.a.) 


Kobacker Stores, Inc. 
(Business of) (n.a.) 
(Purchased from Midwest Holdings 
Corp.) 
Department stores operator 
Reiner’s, Inc. (n.a.) 
Department store operator 


American Missile Products, Inc. (n.a.) 
(Controlled by The Maytag Co.) 
Electronic equipment for satellites 
and missiles mfr, 


Sheet Aluminum Corp. 
(Plant of, Jackson, Mich.) (n.a.) 
(Sub. of Mueller Brass Co.) 
Aluminum sheet and strip mfr. 


Electronic Plastics Co. (n.a.) 
(Sub, of Eastern Precision Resistor 
Corp.) 
Electronic potting compounds, plas- 
tic coatings, foams, resins, and fiber 
glass laminates mfr. 


1 See The Conference Board Business Record, November, 1957 and July, 1960, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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Acquirer — ee 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Acquirer 
Description and Assets in Millions 


Acquired Unit i 


Enos Coal Mining Co. (over $1.0)* 
Coal miner 

Federated Department Stores, Inc. 

($347.6) : 

Retail department store chain opera- 
tor 

Filtors, Inc. (over $.1)* 
Relays mfr. 

Flagg Utica Corp. ($7.5) 
Knit underwear, pajamas, and knitted 
cloth for industrial purposes mfr. 


G-L Electronics Co. ($1.4) 
Magnetic components for the elec- 
tronics industry mfr. 


General Aniline & Film Corp. ($177. | 
Coal tar dyes, photographic and 
chemical products mfr. 


General Dynamics Corp. ($861.3) 
Aircraft, missiles, submarines, tele- 
phone, and electronic equipment mfr.; 
gas products, building materials, coal, 
lime, and refractories mfr. and dis- 
tributor 


Genesco, Inc. ($128.8) 
Shoes and women’s foundation gar- 
ments mfr.; women’s specialty and 
men’s furnishings shops operator 
Genung’s Inc. ($9.1) 
Department store chain operator 
Gulf & Western Industries, Inc. ($11.5) 
Automotive parts mfr. and distributor 


Edward Hines Lumber Co. ($44.0) 
Integrated lumber producer 

Humble Oil & Refining Co. 
(Sub. of Standard Oil Co. (N. J.) ) 
($9,894.7) 
Integrated oil producer 

Hupp Corp. ($46.1) 
Appliances, aviation products, and 
electronics mfr. 

¢Tom Huston Peanut Co. ($11.6) 

Peanut products mfr. 

Hygrade Food Products Corp. ($71.4) 
Meat packer and dairy products mfr. 

Interchemical Corp, ($64.5) 
Printing inks, industrial finishes, 
paints, varnishes, enamels, textile 
coloring materials, carbon paper, 
inked ribbons, coated fabries, and 
cement mfr. 

International Silver Co. ($47.1) 
Silverware, flatware, and cutlery mfr. 


Interstate Vending Co. (n.a.) 


Jervis Corp. ($6.3) 
Aircraft and automotive parts, and 
refrigerator and stove hardware mfr. 


Joy Mfg. Co. ($96.0) 
Underground mining equipment mfr. 


Kayser-Roth Corp. ($70.1) 
Hosiery, lingerie, sportswear, etc., 
mfr. 
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Blackfoot Coal & Land Corp. 
(Blackfoot mine of) (n.a.) 
Coal miner 

A. Harris & Co. (Dallas, Texas) ($6.7) 
Department store operator 


Seal-A-Metie (n.a.) 
Glass-to-metal seals mfr. 

Brown Durrell Co. (over $1.0)* 
(Sub. of Itek Corp.) 
Underwear and related items whole- 
sale distributor 

Modular Molding Corp. (over $.1)* 
Custom molded fiber glass reinforced 
plastic products, truck body com- 
ponents, chemical tanks, ete., mfr. 

Datagraphiec Systems, Ine. (n.a.) 
(Increased ownership to 100% by 
purchase of 51% interest owned by 
Douglas Aircraft Co.) 
Microfilm miniaturization and data 
handling machines and systems de- 
veloper and mfr. 

Gary, Lime & Cement Co. (n.a.) 
Building materials dealer and ready 
mix concrete supplier 


O’Laughlin Material Co. (n.a.) 

ee Ready Mix Concrete Co. 
na. 

ae Trucking & Equipment Co. 
n.d. 

Highway Material Co., Inc. (n.a.) 

Northwest Gravel Co. (less than $.1)* 

Rockton Realty Co. (n.a.) 


Al Goodman’s (n.a.) 
Women’s shoe store operator 


Stern’s Department Store (Middletown, 
) (n.a.) 

Scheuffler Supply Co., Inc. (n.a.) 
Automotive parts distributor 

Patten Sales Co. (n.a.) 
Automotive parts regional distributor 

Sumpter Valley Railway Co. (n.a.) 
(Control of) 

Monterey Oil Co. 
(Most of the assets of) (n.a. yn 
Integrated oil producer 


Flour City Ornamental Iron Co. ($9.1) 
Architectural metal work, aluminum, 
and fiber glass pleasure boats mfr. 

Tom Black, Ine. (n.a.) 

Potato chips, popcorn, etc., mfr. 

Berth Levi & Co. (over $1.0)* 

Natural casings for meats mfr. 

Landers Corp. (n.a.) 

Plastic coated fabrics mfr. 


Drycor Felt Co., Inc. (over $.3)* 
Industrial and paper markers’ felts 
mfr. 

Vendaway, Inc. (n.a.) 

New England Vendaway Corp. (n.a.) 

Vendaway Corp. (n.a.) 

Vendaway Associates, Inc, (n.a.) 

Food Crafts, Inc, (n.a.) 

Industrial food service operator 

Food Crafts Associates, Inc. (n.a.) 
Industrial food service operator 

Ace Foods, Inc. 

(Vending machine operations of) (n.a.) 

Allan Marine, Inc. (n.a.) 


Hardware and accessories for marine 
replacement market mfr. 

Ohio Forge & Machine Corp. 
(Gear div. of) (n.a.) 

Alpha Mfg. Co. Ltd. (Canada) (n.a.) 
Fans and blowers mfr. 

Mojud Co., Inc. 
(Most assets of) (n.a.) 
Lingerie, sportswear, men’s and boys’ 
underwear, etc., mfr. 


Kern County Land Co, ($107.0) : 
Agricultural and cattle properties’ 
owner and operator; oil explorer and 
developer; automotive exhaust sys- 
tems, ete., mfr. 

Kerr-McGee Oil Industries, Inc. ($188.2) 
Integrated oil oe 


Keystone Mfg. 
(Sub. of rece Tahutrtad Corp.) ($3.3) 
Electrical wiring installation equip- 
ment mfr. 


Koppers Co., Inc. ($202.1) 
Tar, chemicals, plastics, gas, coke. 
metal, and other products mfr. 


Lancer Industries, Inc. ($2.0) 
Glass fiber swimming pools mfr. 


Ling-Temco Electronics, Inc. ($67.0) 
Super power transmission equipment 
for radar, etc., testing equipment for 
missile producers, missile guidance 
systems, missile and aircraft assem- 
blies, etce., mfr. 

Jonathan Logan, Inc. ($12.7) 

Women’s and children’s dresses and 
sportswear mfr. 

Lucky Stores, Inc. ($31.8) 

Super market chain operator 


MacManus, John & Adams (n.a.) 
Advertising agency 

Magnaflux Corp. (over $1.0)* 
(Sub. of General Mills, Inc.) 
Hgbdesixuerive testing equipment 
mir. 


Marquette Cement Mfg. Co. ($88.8) 
Portland and masonry cements mfr.; 
sand distributor 


Marshall-Wells Investment Ltd. 
(Sub. of Gamble-Skogmo, Inc.) 
($108.1) 
General merchandise wholesaler and 
retailer ; 

McCrory Corp. ($119.0) 
Variety store chain operator 


Michigan Plating & Stamping Co. 
(Sub. of Gulf & Western Industries, 
Inc.) ($11.5) 

Automotive parts mfr. and distributor 


Millers Falls Co. ($9.5) 
Electrical and hand precision tools 
mfr. 

Mobile Video Tapes, Inc. (n.a.) 
Mobile television recording stations 
owner, operator, and lessor 


G. C. Murphy Co. ($110.2) 

Variety store chain operator 

Murphy Corp. ($98.5) 

Crude oil and natural gas producer; 
liquid petroleum products extractor 

Nation-Wide Check Corp. ($1.3) 
Money orders seller 

National Dairy Products Corp. ($642.1) 
Dairy and other food products mfr., 
processor, and distributor 

National Distillers and Chemical Corp. 
~ ($508.6) 

Alcoholic beverages, chemicals, and 
feed products mfr. 

National Linen Service Corp. ($28.9) 
Integrated linen rental service opera- 
tor 

National Research Corp.. ($10.6) 

High vacuum processes explorer, de- 
veloper, and equipment mfr. 


[to be continued] 3 
* Estimated minimum capital from Thomas’ Register of American Manufo 


Description and Assets in Millions | j 


U.S. Borax & Chemical Co. ; 
(Mining properties, 360 acres ¢ 
Death Valley) (n.a.) Ei 


Pacific Uranium Mines Co. ($6.0) 
Uranium producer 3 
Caleon Corp: (over $.1)* 
Insulated wire, coaxial and braids 
wire cable, and television lead ¥ 
mfr. Es 
Thomas yp exible Coupling Co. 7 
b)* a 


(Controlling interest in) 
Mechanical power transmission pro) 
ucts mfr. 

Federal Steel Products Corp.1 
(Production assets of) (n.a.) 
Steel foundry operator 

Zenith Steel Casting Co.1 
(Production assets of) (n.a.) 
Steel foundry operator 

Ed Friedrich Refrigeration, Inc. (n.a.. 
Air conditioning and refrigeratia 
equipment mfr. and marketer 


Princess Fair Blouse, Inc. (n.a.) | 


Gemco (n.a.) é 
(Controlling interest in) 
Department store operator 

Olmsted & Foley, Inc. (n.a.) 
Advertising agency 


Metal Control Laboratories (n.a.) 


Green Bag Cement Co. (over $1.0)* & 
(Sub. of Pittsburgh Coke & Chemi+ 


Co.) 

Cement mfr. 
Walker & Co. ($4.2) Fi 

(Controlling interest in) 3 

Outdoor advertising 


Bae See Shops of Delaware, 18 


Men’s wear store chain operator — 
J. W. Myers (n.a.) a 
(47.5% of the stock of) z 
(12.5% of the stock owned by U} 
cord Inc., sub. of Gulf & Westc) 
Industries, Inc.) ee. i} 
Groceries, notions, furnishings, & 
dry goods supplier ih 
R. C. S. Tool Corp. (less than $.1 
Portable electric power saws ri 
‘Fielding & Associates (n.a.) | 
Technical materials for missile 2) 
space industries, processor and do. 
mentor —~ 
Terry Farris, Inc. (n.a.) 
Store chain operator 
eee Oil Co. ($19.7) 
Oil products distributor; retail fill 
station chain operator 


Delta Money Order Service (n.a.) ~ 


Dominion Dairies, Ltd. (Canada) gob 
(80% of the stock of) 
Dairy business operator 

Federal Chemical Co. ($10.7) 
Fertilizer mfr. 


Pee ec ees “tig 


Palace Industries, Inc. 
(Service routes of Sacramento, C | )~ 


($.3)3 


Vacuum Apparatus Co. (n.a.) ] 
(Controlling interest in) J 
High vacuum systems mfr.; i 
detector service operator 5 ~ 


en 


turers, 1960 a ' 
1Sub. of United Stockyards Corp. ny 
2 Canadian dollars °F f 
3 Purchase price, Moody’s Industrials, December 16, 1960 i 1 
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Selected Business Indicators 


1961 1960 
Be Pook Series Unit 
8 July p June 7 May July 
Industrial production 
PLotal eae his cos ete Settee iy a Fhe eres me eon nae 1957=100 S$ 112.4 110.4 108.3 109.5 
1 Durables manufacturing fOr? Neues le eras aks 1957=100 S 108.0 105.1 102.6 105.6 
Nondurables manufacturing..................... 1957=100 S 118.8 117.6 115.5 115.6 
IMT geetethe a aerceth c's aah Stale rc i geariaheis Gla MRIS SE Sse ars 4 1957=100 S 98.9 98.0 97.2 97.4 
WCIILICane nei one ie a tlds Se hoon ok eM 1957=100 S 132.0 130.5 130.2 124.1 
Wholesale prices 
PNIIRCOMUNOCBIES eC 9.< so eaeiaias sles eras celcia & s wenudare 1947-49 = 100 118.6 118.2 118.7 119.7 
4 HARIBO LOCMICES Meee.) ca yee sha ace: « Bh. <i of otellntes ue dee 1947-49 = 100 86.6 85.1 86.8 88.9 
PrOGessediaods src. tein eae wh Se Mew Ee a te 1947-49 = 100 107.5 106.7 107.5 108.9 
Dadustrial Commodities), 2 jess 0s ves Oe + oar. a. 1947-49 = 100 127.4 127.4 127.6 128.2 
Consumer prices ; 
ae lie Pre Reka BF Sinica s Meee! cree cl ee setts sk, angst es 1947-49 = 100 128.1 127.6 Hie oon 
ORIG cs) co ina Si deed LCC ACHE ROS RCA Ee RR HENCE REA ae ARR Te 1947-49 = 100 122.0 120.9 120. 120. 
5 PNUOCREECOMIMOGICIES!) 52 c.0. 50) oi etepe'e le siden aceee tos 1947-49 = 100 116.0 115.6 11°55 115.4 
VGTLER center ne CR eR SE acc data ee ae 1947-49 = 100 143.6 143.5 143.4 141.8 
PAFOE DEW Ser VICESE- 2.002 Ske try Sree «oe es ch eens 1947-49 = 100 1552 155.0 154.9 15251 
Prices received and paid by farmers 
6 TIGES LOCEIV COE yy Were a eee k fks!ayehcvel wdisios cing Orch 1910-14=100 237 234 236 236 
LEUaee se urapet tele 20S dang aa nie © oe Oe ene ee eek ee 1910-14=100 300 300 302 298 
ATAU EL ALOP REE MATER: «5 5 Wea « ¢ odaeitw ss Pista wna Be seaus 1910-14=100 79 78 78 79 
Employment and unemployment*:> 
Civilian labor force: unadjusted................. Thousand persons 73,639 74,286 71,546 72,706 
7 Civiliandlabor forces-adjusted ss. gaa. oles es cess Thousand persons S 71,633 72,404 71,403 70,726 
Civilian employment: unadjusted................ Thousand persons 68,499 68,706 66,778 68,689 
Civiliancemploymentadjlsted. cs... ¢0.<alees Thousand persons S$ 66,763 67,293 66,578 66,948 
WMEMAPLOVIMEME TALC’ = foie swag cea opecs qcevis. 4 aysiche wre %S 6.9 6.8 6.9 55 
Nonfarm employment 
SOc beret eT PY eye te hes = eee) ate o eveesris aed Thousand persons S$ 53,160 52,938 §2,541 53,145 
8 Manulactinine etn. scr ean tees! ¢ tek om Sh sealasealk Thousand persons S 16,109 16,047 15,910 16,417 
UNOUENIGITIUFACEMUTIIS: ard.z, fk, 6 = d-8 Sears 0.078 ada-ouk aoeysuclevesre Thousand persons S 37,051 36,891 36,631 36,728 
Factory production workers in durables........... Thousand persons S$ 6,772 6,706 6,614 7,000 
Factory production workers in nondurables....... Thousand persons S 5,225 5,235 5,205 5,321 
Labor market conditions 
BACT a=W CC ATIC EKion) », ceke hid ere. as & Sie.cbb Lbiain opeucvgianewes 1957=100 S$ 82.6 83.8 82.0 90.1 
9 Wnemploymenturate’. ism s\c.aavs OYE «ie sit ateniniadys » % Ss 6.9 6.8 6.9 5:5 
EXEC CHS GINURA LOOPS el tested cao Rey aevs Je eae GUTS fap cle jane Sea 3 Tis n.G. Sul 3.6 3.06 
PAN OL ET AL OMRAGPT ER Mee NIA Te tla © ie. watigi Snare tole hGO Ta. n.a 13% 1.4 2.4b 
Average weekly earnings of production workers 
10 Average weekly Carmingss 255 6 6 ie sisi) drchyrerses cud Dollars 94,00 94.24 92.90 91.14 
VELA Ge WeekhyphOUTS 0b mihis sca & tate <i cys sits, s Hours 40.0 40.1 39.7 39.8 
AVera se NOUrly, CATING! aie ois nls selene aie os elk eyes Dollars 2.35 2.39 2.34 2.29 
Personal income 
i Gtale eee sels ee RO veel ole es 2 Billion dollars S A 421.8 417.3 413.2 404.7 
11 BOAO certcee SSC RR as Seis «Sid sie ties nccrest ryder Billion dollars S A 293.6 291.7 288.0 284.5 
EME TEI COMIC HEN RO cron eehe tia coh fiaialevecaiy © sonar se 3:2 Billion dollars S A 137.9 135.3 134.9 129.4 
PANS Lets DAV EENES, = 5 aisha hs sar sels etetale SeAuis aide epee Billion dollars S A 35.4 33.0 33.0 28.8 
Instalment credit!° 
EUR CCH SION OEM I Es hye stapttete Scie) ois nl 8 O(a, svbvdaiioushe ere hs Million dollars S 3,961 4,116 pe AG 
14 EDA METILSI Mats Ne ere tice tis cee wee tte aie See efit swe 93 Million dollars S 4,035 4,016 3,974 a 
@hangetinioutetandings!), 4) 600) clea eee beaten Million dollars 5 —74 100 zi pe 
PRUROUTE OUCSEATICUND So fy vaslae Soci rh it cbedmaies> 2 Million dollars 42,457 42,441 42,12 2,0 
N 5 
Shins stn Bee 2 ce Woe Aaa tard ate enter esters o'o's Million dollars S A R 58,217 57,615 55,892 55,750 
1 8 otal PriVatem.aiccs ss vores we c ihe 3 ES tu Sate. Million dollars SA R 41,310 Tae lee oe 
SeOcA ED DG erties Ga yuets-« a citetiole & aadieiase lea}. aps 6 Million dollars SAR 16,907 16, a pozes eae 
Private nonfarm’ residential). 2.40... cus degree nde Million dollars SA R 23,252 ae pee. ee 
Piivateionresidential: jim iasas tans ts ace eee eee Million dollars S A R 10,608 10,584 , ; 
Business sales and inventories 
1 9 icra IV GH EOTMES it id circ, PAR Aves ci-di oa ore ele aes ee Million dollars S n.d 91,400 91,300 Ae 
ARGS AINE IEETRIR wy Bh ED tr Sa i I en eo Million dollars S n.a 62,100 61,600 a ate 
MuVeNntOry-Sales TatiOw sn): ge A. ds cows es hayes * n.a 1,47 1.48 . 
Retail trade: Sales and Inventories* 
r Taventorieg™! oe 3 cs ie ‘s ee bes en Oe ReneS Million dollars S$ 24,730 24,590 24,520 25,420 
20 Se Ts Gao Zen 1S Shs 2 once SARS I eae Million dollars S 18,062 18,268 17,995 Aes 
Inventory-sales ratio: Durables.............+---> : he ane i aan 
Inventory-sales ratio: Nondurables......... eee : ; : : 
Manufact ’ Sal di tories 
Wieventoreat ta ; Baer es ee Gente ae rete tae Million dollars S 53,580 53,360 53,370 54,900 
21 Pies bn Birt ae eerie says ot Ueeae se Million dollars S 31,080 30,900 30,780 30,440 
Inventory-sales ratio: Durables................5- 2 ae Be ae re 
Inventory-sales ratio: Nondurables.............-- 4 : A ‘i 
eetdeabi pe SRA NieLnae LL, antes os canal Million dollars S 1,707 1,591 13555 1,736 
22 PET ad oye neh CU RAE Re Ee Million dollars S n.d. 1,181 1,117 1,265 
ESXMOLESUNDINS Cae ie tome «oe tad acceso eur susg Million dollars S n.a 410 438 361b 
Federal budget receipts and expenditures ms 
23 Welenserexpendituresi sh elise. cuties een ene ae Million dollars 3,179 4,048 3,803 3,120 
For quarterly data see below 
Money supply and turnover aa 
Manner Supply ose vaca ohn taal een wots Billion dollars pan eat ae toe 
24 Demand deposits adjusted and currency a ay al eect ets Billion dollars S ee ae oie reas 
Deposit turnover: New York City............+-- TT SA ae foe rae ee 
Deposit turnover: 337 other centers............--- TT SA : H 4 ; 
(op 
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Selected Business Indicators (Continued) 


eherinck sis 1961 1960 
arebDoo i Unit 
Pages* Seu July p June r May July 
Bank loans, investments and reserves 
TLoang: <2) Sears uu tatee snk eee nat gia Million dollars 100,098 100,603 100,140 97,183 
25 Investinenta 4504 0) Sa AUBRAc as i4 sn soma pn eaeres Million dollars 70,795 68,072 67,310 61,130 
GOT. Feloans? 4 co 2 Cine see ee ere Million dollars R 37,656 37,949 37,658 38,348 ] 
Wet free reserves!’ seins « sane sue ee ene Million dollars 533 549 453 120 | 
Interest Rates | 
Gorporate-Aaa Bondsdiares ©. ic str. ete sare bie % per annum 4.41 4.33 4,27 4.41 4 
26 Commercial paper, 4-6 months.................. % per annum RTD 2.91 2.76 3.39 j 
Government Securities: Long-term bonds......... % per annum 3.90 3.88 ule 3.86 
Government Securities: 3-month bills............. % per annum 2.268 2.359 2.288 2.396 | 
Diffusion index j 
27 Diffusion: indextwatie an os ste eels oe ee eee ttt 2.92 2.50 2.08 =0.83 j 
Diffusion index, cumulative...........-....0005- 31.29 28.37 25.87 45.27 4 
Industrial production..... Ren ates sence aarti Eee ate 1957=100 S 112.4 110.4 108.3 109.5 ‘| 
Eight sensitive business Indicators 
Housing starts, private nonfarm................. Thousand units S A 1,296 L302 1,268 1,164 
Commercial, industrial building contract awards... Thous. sq. ft. fl. sp. § 35,235 34,818 36,120 38,366 
New orders, durables: Sitar ten coe Bees ete Million dollars S 15,040 14,920 14,800 13,840 
28 Average work week: iis). Gscesus oom ta wees as see Hours S 40.1 40.0 39.8 39.9 
Raw materials prices: J), des se oe wes dneake eon eee 1947-49 = 100 84.5 84.0 86.6 85.6 
Stock prices, composite .......... 1941-43 = 10 65.44 65.62 66.50 55.84 
Net change in operating business!’............... Thousand firms S n.G. 10(1 Q’61) 5(1V Q’61) 20(I Q’60) 
Business failures, Hapittiess 15. pcmcia ea ete @ Thousand dollars S 71,307 83,828 76,639 63,641 
Chartbook Bae oe: 1961 1960 ! 
Pages* ire . II I IV II 
Quarter p Quarter Quarter Quarter 
Gross national product | 
2 ‘otal: c.oa:caheatce as eee eran he a eee a ote Reet Billion dollars S A R $16.1 500.8 504.5 506.4 
Change in business inventories.................. Billion dollars S A R 2.8 —4,0 aD 5.4 
Firial demanadlen. 5 3c: a eee he ere ce oe eee ee Billion dollars SA R 513.3 504.8 506.4 501.0 ? \ 
Components of gross national product é 
Personal consumption expenditures.............. Billion dollars S A R 336.1 330.7 332.3 329.9 z 
3 Gross private domestic investment............... Billion dollars S A R 68.8 59.8 65.6 74.6 Wa 
Net exports of goods and services................ Billion dollars S A R 3.9 5.3 baa 2.3 5 
Government purchases of goods and services...... Billion dollars S A R 107.3 105.0 101.6 99.6 
Disposition of personal income é 
Personal income 2k <b er eae eats: nie ee ee Billion dollars SAR 413.4 404.7 405.4 403.1 4 
1 2 ‘Disposable personal income. ¢20- ci. 5 hse eh nes Billion dollars SAR 361.8 354.3 354.9 352.7 F 
Personal consumption expenditures.......... Billion dollars SA R 336.1 330.7 332.3 329.9 g 
Saving as per cent of disposable personalincome.... Per cent R ries! 6.7 6.4 6.5 S 
Discretionary Income z 
Discretionary income... acca: . ome cee ren oe Billion dollars S A R 125.5 119.5 120.3 123.9 é 
Discretionary: funds fuente os one es ot eee eee Billion dollars S A R 173.5 166.2 169.2 176.2 ai 
13 Per cent changes over previous period: Personal dis- ; 
posableincome.s. « 122.2 ew ases Pee ee ee Per cent R | —0.2 0.1 2.0 ? 
Per cent changes over previous period: Discretionary : 
INCOME nn FRie Oe aes alah Seve hes vata een Oe Per cent R 5.0 —0.7 —1.8 1.6 
Corporate profits'’ Hy 
Net: before taxesinc ft Game ec le 8 sh eee eee ae Billion dollars S A n.a 39.6 42.6 48.1456 | 
1 5 Wax lia bility [irises ia scyatne manne aio ee ee eet re Billion dollars S A na 19.6 Zoe 23.96 
by, INGb profits Bor gascccis cee Ge i Oe sees Billion dollars S A n.a. 20.0 21.4 24.26 
Dividend paymentss..o.neeaias « Lovaas ae eee an Billion dollars S A 14.2 14.2 14,3 14.0 4 
Retained earnings. ci Pee ye oo se eae a ee Billion dollars S A n.d. 5.8 Mee 10.26 
Business expenditures for plant and equipment i 
A Otal. hkl ors ee hasteals apcanene itnae ete nto meets Billion dollars S A 33.854 33.85 35.50 36.30 3 
16 Manufacturiiime san ciaace ott at. c tele sae Billion dollars S A 13.65a 13.75 14.40 14.70 
Nonmanufacturing: Public utilities............... Billion dollars S A 5.754 5.35 5.70 5.70 } 
Noaimanufacturing: Otherwart,.. sit sass oe eon Billion dollars S A 14.50a 14.70 15.35 15,90 @ : 
Capital appropriations M 
Appropriations sg: wie oer cocae «xsl custarane ee eee Billion dollars S$ A 1.82 1.85 2.19 2.02 : 
1 7 Dp jela ne bye Myo evied fo tric) dcidls mise Sete erotic pple Billion dollars S A 1.92 2.04 2.07 2.18 
Change in backlogs?> 2 tate ee oe eee ae Billion dollars S A —0.24 —0.32 0 0.29 
New appropriations: Durables..........0.s0.08«-s Billion dollars S A 0.82 0.66 0.72 1.03 
New appropriations: Nondurables................ Billion dollars S$ A 1.00 1.19 1.47 1.00 
Federal budget receipts and expenditures * 
Mee ae aera tiectran Sear pthc col: ro ae pepe Million dollars 22,341 19,907 16,766 22,505 ae 
23 Bxpenditurtay/c0h <0). 1 See ak yee occ ets elie Million dollars 21,567 19,718 20,449 18,626 
Surplus or devicit',....3\ ieee Wo avas ees et ee Million dollars 774 189 —3,683 3,878 ae 


For monthly data see above 

Sources: Federal Reserve; Pepeeent of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B, K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F. W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; Tur ConrERENCE Boarp 


1 Excluding farm and food. ? Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. § Excludes personal contributions to social security included in compo- 
nents. * Includes wages and salaries and “other labor income.” 19 Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. ! Exten- 
sions minus repayments. !2 End of period. 8 Excludes Department of Defense ship- 
ments. \ Privately held; includes demand and time deposits adjusted to exclude U.S. 
Government and interbank deposits, and currency outside banks. 15 All member 
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banks; loans and investments, Wednesday nearest end of period; net free reserves, 
average of daily closing figures. * Commercial, industrial and farm loans of weekly — 
reporting member banks; Wednesday nearest end of period. Starting with April, 1961, 
not comparable to earlier data; includes demand deposits due to mutual savings banks — 
and to foreign banks. 1” Quarter-to-quarter change. 18 Gross national product le: 
change in business inventories. 19 All data are before sia valuation adjustment. 

20 Reflects cancellations, not shown separately. S—seasonal 4 adjusted, A—annual |! 
rate. R—series revised. a—anticipated. For the III Quarter of 1961, anticipated 01 - 
lays are: Total, 34.60; Manufacturing, 14.05; Nonmanufacturing: Public Utilities, 
6.15; and Nonmanufacturing: Other, 14.35. b—June, 1960 for monthly data; I Quarter 
1960 for quarterly data. p—preliminary. r—revised. * End-of-month inventory, di- 
vided by sales during the month. ¢ Monthly rates per 100 employees. tt Debits divided 
by deposits. ¢{} Diffusion index stated as the average duration in months of ansion 
or contraction. n.a.—not available. “ Chartbook of Current Business Trends (revised 
1961 Edition), Tus Conrerence Boarp, 1961. Copies available to Board Associate 
on request j 
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This table refers to the 1961 edition, which is now available 
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» accompanying table provides the information required for updating the 


7 


tinent charts in the publication, "A Graphic Guide to Consumer Markets,” 4 


pared by The Conference Board and sponsored by "lLife’ magazine 


’ 
: 


: Consumer Market Statistics 


: 


iges in 1961 

julde* Series Unit 

: Jan Feb. Mar Apr. May June p July p 
t Income 

i20 OSTA CY \ A Billion dollars 404.7 N.413.2 

Disposable! (SA) iia iisisiecc ne cleled ss bic'e sis Billion dollars 354.3 ll 361.8 

; Origins of personal income 

22 Wages and salaries! (§ A)............. Billion dollars 280.6 280.2 281.7 285.3 288.0 291.7 293.6 
t Business, professions,!»2 (S$ A)............. Billion dollars 88.6 88.3 88.4 88.6 89.0 189.3 89.6 
; Transfer payments! (§ A).............. Billion dollars 31.1 31.1 33.7 32.5 33.0 r33.0 35.4 


4 Discretionary income! (S A) .............. Billion dollars r119.5 Nhert255 
t Employment and unemployment 
26 EMIDlOVMentN Son sa ates coi oR Be ass oi Thousand persons 66,583 66,792 67,058 66,532 66,578 67,293 66,763 
1 Unemployment (Sit 2% os oes Se cack ve Thousand persons 4,736 4,891 4,969 4,889 4,922 4,947 4,940 
t Hours and earnings 
28 Average weekly hours worked........... Hours 38.9 38.9 39.1 39.3 39.7 40.1 40.0 
} Average hourly earnings............... Dollars 2.32 2,32 2.32 2.33 2.34 2.35 2.35 
Consumer credit 
30 Total credit outstanding®............... Million dollars 55,021 54,102 53,906 53,972 54,390 54,786 54,687 
| 
i 2 Instalment extensions (S)................ Million dollars 3,869 3,803 4,002 3,883 4,001 4,116 3,961 
3 Instalment repayments (S).............. Million dollars 3,972 4,011 3,954 4,022 3,974 4,016 4,035 
i Consumer funds: inflow and outgo 
3 Current FECOIpts .)..8,. 045 2b .ane cod els aie.0 ois Billion dollars 94.5 ona. 
| TESTE TIT ESS ch A AGU x ee ce, Billion dollars 98.7 Il ne. 
, Expenditures for goods‘and services...... Billion dollars 77.7 ona. 
3 6 MOIGOUIGOe ysis fon salve Slee che ates e's Billion dollars 97.9 one. 
f 
' Personal consumption expenditures 
f Total expenditures’ (S A).............. Billion dollars 330.7 il 336.1 
; Burnblesi(StAle. ot Cina scaekins hsled neal. Billion dollars 39.4 Il 42.0 
12 Nondurables! (§ A)............0.00005 Billion dollars 153.7 NW 154.1 
OEVICES UAL SRA ¢ six eee ct GANGA neice ais arae Billion dollars 137.5 ll 139.9 
i Retail demand 
Retail sales: All stores’ (S).............. Million dollars 17,773 17,795 18,127 17,860 r17,995 118,199 18,069 
Retail sales: Chain stores':4 (S) .......... Million dollars 4,195 4,262 4,348 4,270 4,282 4,371 4,360 
Food sales 
8 Enodistoras\i(S iets sien arr onde atthe ots 6 Million dollars 4,563 4,590 4,603 4,548 14,624 4,622 4,610 
Restaurcntsi(S)) ane cision mais da ctatel vibunc' Million dollars 1,340 1,339 1,390 1,380 1,347 1,370 1,337 
0 Alcohol sales: Liquor stores! (S) ........... Million dollars 422 405 407 420 r400 416 389 
2 Tobacco: Cigarette removals> (§ A)......... Billion units 485 i] 485 
4 Personal care sales: Drug stores! (S) ...... Million dollars 615 629 634 628 r630 642 647 
Apparel sales 
6 Total apparel stores! (S) ............... Million dollars 1,144 1,130 1,16] 1,076 r1,103 1,136 1,113 
BROS StOFeS nS )isc erase ciesiers orice saree totes Million dollars 197 201 206 197 r192 197 196 
Women's apparel stores! (S)............ Million dollars 442 441 437 409 r415 435 432 
Men's apparel stores! (S)............5. Million dollars 224 211 224 205 1216 229 218 
1) Department stores: Total sales (S).......... 1947-49 = 100 142 145 146 148 144 149 151 
| —$ $$$ $$ 0€C#CCOCOOOOO EE ee 
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Consumer Market Statistics (Continued) 


Pages in : us 1961 
Sues pact te Jan. Feb. Mar. Apr. May June p Jul f 
Furniture and appliance sales } 
62 Furniture stores (S) sirens eerie ... Million dollars 528 509 SiS 547 537 547 56@ 
64 Appliance stores! (S) .............2.005 Million dollars 316 303 318 325 302 310 317) 
66 = Hardware: Retail sales! (S)............... Million dollars 224 218 224 213 1204 212 224) 
Housing i 
68 New nonfarm housing starts! (§ A)........ Thous. dwell. units 1,098 1,115 £1,262 £1,143 r1,268 = 1,352 1,26, 
70 Single-family houses’. ................. Thous. dwell. units 50.3 153.2 77.7 r83.1 195.6 99.0 n.d.) 
Multi-family structures'................. Thous. dwell. units r20.7 124.4 129.6 r29.8 132.8 36.3 n.dei 


Automobiles and related products 


72 Automotive dealers: Retail sales! (S)...... Million dollars 2,651 2,687 2,838 2,714 12,900 2,854 2,74 
New passenger-car registrations......... Thousand units 413.6 374.9 480.1 499.5 546.2 562.7 naw 
74 Gasoline station sales (S).............. Million dollars 1,465 1,473 1,491 1,474 r1,480 1,500 1,58 
Auto accessory store sales (S)........... Million dollars 197 203 206 205 1205 214 219 
Service expenditures 
Housing! (S\A) sac ara ecietetink  ecs Billion dollars I 43.6 i] 44,2 
76 Household operation’ (SA).............. Billion dollars ! 20.6 i} 20.9 
Transportation! (S:Ayc steer caer ee Billlon dollars I 10.5 i] 10.7 
Advertising expenditures £ 
80 Combined media (S)...............00- 1947-49 = 100 234 229 236 229 236 na. nae 
82 Magazinesr(S)i2 tae tecene te ceteieaer in sre 1947-49 = 100 194 186 187 177 182 na. ne i, 
Newspapers: (S)if edie icseeicrds © ers 1947-49 = 100 206 190 212 196 200 n.a. nae 
Network television (S)................. 1947-49 = 100 479 505 520 512 532 n.a. nce 
84 Network radio (5) 3 si iviats is in teu 1947-49. = 100 18 24 23 23 25.) ina: noe 


Spottelevision’...6 sevasatieia aan ee Milllon dollars I 151.3 ona. 


Consumer price index 


All Hemis: sry. ckuth mpepeere tne cide techies 1947-49 = 100 127.4 127.5 127.5 127.5 127.4 127.6 125 
88 Durables fy saistat chs soins eter Wale 0 salsa 1947-49=100 =—-110.2 110.3. 109.9 = 110.7 110.8 6111.20 
Nondurables..nc seceumeatee sesh aoe 1947-49 = 100 120.7 120.8 120.7 120.4 120.2 120.4 12 ' 
SEFVICOSis: Wrathass hoe ein tater aps ithe Saved fe 1947-49 = 100 TSE 151.9 152.2 152.3 152.5 152.7 158 
; Hi 
90 Food ir cbres nicl: ack ait a aetees arene ree 1947-49 = 100 121.3 121.4 121.2 121.2 120.7 120.9 1 
Apparebo str aicurerle nie eae erties cea 1947-49 = 100 109.4 109.6 109.8 109.5 109.6 109.6 10 
Housefurnishingsis .1).;covias oo aaanteceee 1947-49 = 100 103.6 103.7 103.9 103.8 103.5 103.9 10% 
92 ADDI GNCOS essa ses wren ees CO ia Aloe een 1947-49 = 100 n.a. n.a. 81.1 n.a. n.a. 80.6 nce 
Automotive group cress cna ise eene 1947-49 = 100 139.0 137.9 138.1 137.5 _ 137.1 136.7 13 | 
Production and distribution ; 
96 Processed foods: Output (S)............. 1957 =100 110 110 111 1 113 1140 ne 
98 Apparel: Output (S)..............0.00- 1957 =100 108 110 114 116 115 118 one, 
100 Furniture and rugs: Output (S)........... 1957 =100 109 109 110 116 117 120) nw 
102 Appliances: Output (S)................. , 1957=100 116 114 113 15 118 122 ne 
Television and radios: Output (S)......... 1957 =100 80 94 95 100 110 r126 4 
104 —Avtos: Output (5)... eee, 1957 =100 78 73 71 92 101 109 
Domestic new car stocks................ Thousand units 1,024 1,018 935 915 905 r916 
1—New or extensively revised series. Comparable figures for earlier periods will be made available on request z | 
2—lIncludes dividends, interest and rental income of persons 3—End of period 4—Eleven or more stores 5—Tax-paid j 
S—Seasonally adjusted A—Annual rates n.a.—not available R—Preliminary t—Revised e—Estimated 7 | 


!-1\V—Denotes quarterly figure 


* A Graphic Guide To Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated charts in the a 
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n the July-August Management Record 


leveloping Patterns in Organization Structures—The story goes 
omething like this: first the company diversifies; then it division- 
lizes; after that it decentralizes; and finally, in some cases, 
ragmentizes. 

\ sad but by no means inevitable ending say organization planners. 
"he trouble may be that some companies divisionalize before formu- 
ating over-all objectives and plans that are consistent with their 
ew structures. Once formulated, however, these objectives generally 
ead firms to (1) elaborate the role of corporate staff; (2) create 
aore general executives; and (3) expand the office of the chief 
xecutive. This article discusses what these steps involve and why 
aey are logical concomitants to successful divisionalization. 

@ organizational changes noted above place heavy burdens on a 
i available manpower. Does the firm have people who can 
lan and control as well as service the line organization? Are there 
. who can coordinate several different functions and thus qualify 

general executives? How many of the needed personnel are with 

e company and who will have to be hired? 

mpanies faced with these problems often find that replacement 
iarts help answer some of these questions by providing a bird’s-eye 
lew of the organization’s manpower strengths and weaknesses. 

7 v 
harting Management Manpower Plans—This article surveys the 
yolution of a replacement chart, indicates the character of the data 
lat usually appear on it, and suggests ways such charts can and 
innot be used. 
v 

tional Union Strike Benefits — 1961—A recent Conference Board 

rvey of 102 unions revealed that fifty-seven have established strike 

nefit procedures, and forty-one disburse benefits from special funds. 
is article presents information on how these funds are financed, 
a waiting periods and eligibility requirements, and on the size of 
; strike benefit. 


Of critical significance is the relation of capital to output. Has the postwar 
expansion resulted in the use of less, more, or the same amount of capital 
per unit of output? If there is evidence that more capital was used at the end 
of the first postwar period per unit of output than at the beginning of the 
period, does it signify the emergence of excess capacity? If so, has this 
condition been sufficiently widespread to be a major explanation for the 
recent pause and retardation in the rate of expansion of manufacturing 
capacity? These are some of the questions discussed in a recent Conference 

Board report on “Capital Expansion and Capacity in Postwar Manufactur- 

ing.” Copies of this report (Studies in Business Economics, No. 72) have 

been mailed to all Associates; extra copies at $2.50, to non-Associates $12.50. 


| 
\ 
| Capital —and Output 
| 
| 


Chapter: 


2. MATERIALS: Outlays on. materials 
abroad exceed similar ‘expense here: two 
times out of three and often by a sizable 
margin. This holds for every area studied, 
although difterénces in Canada and: the 
United Kingdom are more moderate. The 
greater size and maturity of the domestic 
economy afford a substantial “hidden! pro- 
ductivity’ foctor in price and availability 
of both primary materials and intermediate 
products, Bul. with, further industrial de- 
velopment and growth abroad, this relative 


odvantage could decline. 


4. OVERHEAD AND OTHER COSTS: Plant 
overhead tends to be less costly abroad, 
but only by a small margin, In Canada 
and Latin America, however, it is frequently 
more expensive. General and adminis- 
trative functions entail comparatively larger 
outlays abroad, but again by a small 
margin. They are generally less costly in 
Europe but require relatively higher out- 
lays in less industrialized areas. 


&. INDUSTRY DIFFERENCES: | The stone, 
eloy, and glass and mefal products in- 
dustries Have lower costs’ abroad more 
frequently than at heme, Rubber products, 
electvical machinery, dnd transport equip- 
ment are offen more expensive. Most other 
major groups also fend: to have. lower 
foreign costs; but net by any noteworthy 
margin. tadusiries with relotively, more 
capital invested per worker tend to have 
lower domestic costs; those producing. in- 
dustrial goods also enjoy a small margin 
of advantage of home, Much depends, 
however, upot the foreign country location 
rather than the type of product. 


Now being distributed to all Conference Board Associates; additional copies at $4.00, non-Associate 
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13. LESSONS OF FOREIGN EXPERIENCE: 
Disregarding differences in volume or other 
short-run factors, American management 
believes its foreign affiliates’ costs would 
be generally lower than at home, Higher 
materials costs and less efficient equip- 
ment, then, would be the fundamental 
reasons for any higher foreign costs, and 
unit labor cost, the principal contributor 
to any advantage overseas. The trend to- 
ward higher cost is dominant both here 
and abroad. American firms manufacture 
abroad either because of limitations im- 
posed upon their exports or because it is 
considered the best means of capitalizing 
on foreign growth potentials. 


Mrs. Betty shan! ted e ban 
The Toledo Edison Company 
Edison Building 


” Poledo 4, Ohio a . a 080560 


Chapfer: 


3. LABOR: Despite their greafer pr 
tivity, domestic manufacturers are 
able. to match the unit labor cost h 
of foreign operations. The disadyar 
moreover, is a substantial one; fe 
jabor ‘cost was less than fwo th 
comparable cost here in half the 
tions examined in this study, Lower 
rates account for the difference 
moreover, contribute to foreign 
in other cost factors. 


7. GEOGRAPHICAL DIFFERENC 
the United Kingdom and the 
Market area are notably lower f 
but as between the two there is 
difference. German costs, howe 
more frequently lower than in 
European Common Market nafi 
costs tend to be more prevalent 
but the difference is generally s n 
America and Australia are dec 
cost areas. Within Latin Ame 
costs are nearer to domestic 


9. OUTPUT PER MAN-HOUR: 
stantial: wage advantage of 
ations seldom comes through the | 
tion process into proportionately 
labor costs, since productivity 
invariably lower, often by a 

margin. Less mechanization, 

and lesser skills are the major ¢ 
factors. The productivity gap, 
may be narrowing; where 

employ. modern equipment, 
mechanized, and have a j 
volume of output, productivily | 
approach that of comparable” 
plants, 


? 


